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The unique double barreled UTILI-TAP connector and EN ave 
matchmated tools offer a completely new and easy way A sy cei 
to secure conductors at both ends of the service drop, at tas aft 
transformers and loop splices. No loose-piece hardware | 
to fumble with, no periodic tightening or arm-wearying WV 
tooling. The UTILI-TAP team means maximum perform- 
ance and long life, with greatest ease of application. en 
The UTILI-TAP Connector features: Bl 
e exclusive double barreled locking crimp—to guard f : : 
against relaxation under varying load conditions of BLIC UTU 
i ; é : ‘ federal 
e tin-plated to resist corrosion and assure optimum elec- ale ons 
trical connection ie J a oma 
¢ pre-inhibited with non-flow compound to remove oxide , ehey S| We and non 
from aluminum conductors ry riminatot 
me! ¥, an 
The UTILI-TAP Tool features: Sate in gener 
° : rpri 
e crimping dies are permanently attached to tool head for ican 
quick die change Resi , Re 
e open type head for easy access to conductor and quick , igh Fee ae" bt as 
release after application rT : "eT 2 g ising r' 
e portability—lightweight (less than 8 Ibs.) S< > on 
, S) 
e for wire size range 8 through 4/0 AWG—solid, stranded ° ‘ SS ement 
and ACSR—in all copper and aluminum wire combinations : ~~ ae S The ed 
~ i : t 
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ARTICLES 
A New Look at Customer 

J Understanding Kimball 1. Jack 
—, | Rallying consumer support against public ownership in 
zt the utility field is a serious but practical problem which 

; = the electric utility industry must face. 

] 2 potoaapmam State Labor Legislation for Public Utilities’ 
es _siibbooeggtma Disputes .. Richard F. Heiges 


available on orders re- : ee 
ceived within 30 days A special study of both mediation and arbitration as ap- 


after publication date. proaches to settling utility labor disputes, and an objective 
Address comparison of these two methods. 


WASHINGTON OFFICE Measuring the Yardsticks . John C. Mellett 


for quotations. . : , 
. What are the other standards and qualifications besides 
electric power rates by which TVA performance can be 
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BLIC UTILITIES FORTNIGHTLY . . stands 
federal and state regulation of both 
ately owned and operated utilities and 
licly owned and operated utilities, on a 
and nondiscriminatory basis; for non- 
timinatory administration of ‘laws; for 
itable and nondiscriminatory taxation ; 
, in general—for the perpetuation of the 
: enterprise system. It is an open forum 
the free expression of opinion concern- 
public utility regulation and allied 
it is supported by subscription and 
tising revenue; it is not the mouthpiece 
group or faction ; it is not under the 
iai supervision of, nor does it bear the 
ent of, any organization or associa- 
e editors do not assume responsi- 
tor the opinions expressed by its 
ors. 
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ns: Address correspondence to PuBLIc 
ForRTNIGHTLY, circulation department, 
ylvania Building, Washington 4, D. C. 
month for change of address. 


pies $1.00. Annual subscription price 
a year): United States and posses- 
00; Pan American countries, $15.00; 

£16.00; all other countries, $17.50. 


as second-class matter April 29, 1915, 
e Act of March 3, 1879, at the Post Office 
iore, Md., December 31, 1936. Copy- 
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estinghouse distribution trans- 
brmers with 25% extra overload 
pacity help you plan more effec- 
ive loading. The Type CSP® pro- 
ides 25% additional capacity for 
s weight and size, as proved by 
nctional life tests. 


estinghouse provides the indus- 
ry’s simplest and safest recloser 
Hesign .. . 144 to &% fewer parts. 
ine different combinations of in- 
sbtantaneous and time-delay settings. 
T'wo- to three-cycle opening and 
i-speed reclosing for maximum pro- 
ection . . . top service continuity. 





Westinghouse “on-the-spot” 
attention improves Rural 
Electric and Municipal services 


The direct benefits you can get from the close touch West- 
inghouse maintains with Rural Electric and Municipal 
Electric Utility operations are: 

. Prompt attention to your needs in distribution appa- 
ratus and supplies. Wherever your operations may be, 
there is a Westinghouse distribution outlet nearby . . . 
which offers the all-out support of Westinghouse sales, 
service, engineering and product specialists. 

. Day-by-day operation is aided by ordering the most 
commonly required equipment from local stocks. 

. Your over-all service to customers is improved with a 
coordinated system from one dependable source, each 
piece of apparatus designed with the other in mind .. . 
you get better, more economical operation. 

. You will get the best from Westinghouse because of 
their lifelong close association with every detail of 
electric utility progress . . . plus continuous, compre- 
hensive research and development. Serve your com- 
munity with an all-Westinghouse system. J-94106 


call your Westinghouse Distribution Outlet 
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ype ( single-tank circuit breaker brings Full Measure from Westinghouse means 

bu ney operating economies: simplified twice the metering capacity for your dollar 

speci on, adjustment and maintenance; . . . Class 200 meters give you 200-amp 

proved oil utilization; space savings. capacity at the price of a 100-amp meter. 

eatur:'s proved De-ion® grids and solder- Plenty of capacity to meet growing loads. 

aled |.ushings. For 14.4- to 23-kv systems. Cyclometer registers make ‘“do-it-your- 
self’? meter reading a snap. 


vou can BE SURE...1F iTS Westi nghouse 











> ie Is seems to be the era of “‘do-it-your- 
self’’ programs. Whether we are in- 
terested in remodeling houses or furniture, 
improving the landscape, or tinkering with 
boats, or interior decoration, the book 
stores and hardware stores are full of pub- 
lished advice. Hardly a trade or profession 
seems safe from this rising tide of amateur 
volunteers, encouraged to do for them- 
selves what the professionals would like 
to do for them at much higher prices. 


OF course, there are limitations. We 
still have not seen any do-it-yourself books 
on brain surgery or the manufacture of 
artificial earth satellites. But the spirit of 
private enterprise of .an individual sort, 
which lies at the base of the “do-it-your- 
self” movement, has been carried to some 
surprising limits. 


Now comes a veteran public relations 
expert in the utility field with suggestions 
bordering on a “do-it-yourself” program 
for company management in gaining the 
friendship and understanding of the cus- 
tomer. This is a very broad and rough 
characterization, of course. 


THE opening article in this issue does 
not exactly call on utility company presi- 
dents and their staff officials to take full 

















KIMBALL I. JACK 


with the Codlitors 







































RICHARD F. HEIGES 


personal responsibility for mobilizing the 
customer’s sympathy on the side of utility 
companies. But there is a suggestion that 
the industry may have inadvertently 
drifted into some publicity channels which 
are too cold-blooded, profoundly obscure, 
or stereotyped to do the job properly. 


THAT is, at least, the way we under- 
stand the leading article in this issue by 
KimBALL I, JACK, vice president of Wash- 
ington Water Power Company, who has 
been struggling with the problem of rally- 
ing consumer support against public own- 
ership in the utility field for a number of 
years. This is admittedly a serious but 
practical task which the utility industry 
must face if its survival as part of the 
private enterprise system is to become 
secure. 


f be author has put his observations i 
the form of a strong plea for the use of 
the spoken word as well as the writte 
word in appealing to the great masses of 
utility customers. More than that, Mr. 
Jack feels that the customer must be ap- 
pealed to from the approach of his ow 
self-interest, or what he understands to 
be his own self-interest. 


Tus article is not a blanket indict- 
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The Southern Company’s 
Annual Report Reflects 


NEW STRIDES IN 
SOUTHERN PROGRESS 
















NE OF WORLD’S LARGEST—New $150 million steam-electric 
neratinz plant, being built on Alabama’s Coosa River, 40 miles south- 
pst of Birmingham by Southern Electric Generating Company, newly 
brmed subsidiary of Alabama and Georgia Power Companies. Substan- 
al economies will result from use of low cost fuel in this 1,000,000 
jowatt plant. 















WHEREVER YOU LOOK in the great Southeast, there are new signs of progress. New 
developments in industrial expansion, in business activity, and in. home building 
daily create new demands for electric power. It is the welcome responsibility of The 
Southern Company, through its operating affiliates, to supply electric power to 
meet these ever-increasing needs, and to plan ahead for the future... to keep a step 
ahead of new strides in Southern progress. 







Highlights of The Southern Company 
System’s Operations in 1957 





SALES OF ELECTRIC ENERGY were nearly 18 billion kilowatt-hours, up 11% from sales in 1956. 






CUSTOMERS—More than 1,450,000 customers were served directly at the year end, an increase of 
80,000, or 6%, during the year. 









CONSTRUCTION EXPENDITURES amounted to $125,000,000, largest amount in any year of the 
system’s history. 


OPERATING REVENUES of $254,500,000 were 
about $27,000,000 above those of the preceding TH E $0 U T H 3 RN COM PA N if 


year. 













CONSOLIDATED NET INCOME of $34,800,000 
exceeded that for 1956 by about 16%. The earnings 
on shares outstanding at the end of the year 
amounted to $1.65 per share, as compared to $1.53 
per share in 1956 on about 1,500,000 fewer shares 
outstanding at the end of that year. 














DIVIDENDS of $1.10 per share were paid during 
the year in four quarterly amounts of 2744¢ each. 
Dividend payments in 1956 were $1.00 per share. 
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Alabama Power Company Power Company 
Birmingham, Alabama ensacola, Florida 
Georgia Power Company Mississippi Power Company 
Write for a copy of Atlanta, Georgia Gulfport, Mississippi 
Southern Electric Generating Company 
the Annual Report Birmingham, Alabama 








PAGES WITH THE EDITORS (Continued) 


ment, of course, against organized 
publicity. On the contrary, this author ap- 
parently feels that there is an especially 
important function for the written word; 
that is, to serve as a sort of economic 
gospel for the enlightenment of those 
whose training and background enable 
them to understand it fully. It is they in 
turn who can pass along the “good word” 
in the form of messages which can be 
readily accepted and understood by the 
great legion of average consumers. 


AND it is these” average consumers 
whose friendship and support must be 
won if the electric utility industry is to 
achieve its goal of economic security as 
part of our American system of free 
private enterprise. The author takes the 
position, of course, that ownership and 
operation of public utilities by business- 
managed, investor-owned companies are 
to the best advantage not only of the util- 
ity customers, but also of the taxpayers at 
large. This, therefore, is essentially a 
“how-to-do,”” rather than a “do-it-your- 
self” article. It is written by a utility pub- 
lic relations man who has been doing this 
work in a particularly sensitive area for 
some time. 


Mr. JACK attended the University of 
Utah before joining the Utah Power & 
Light Company in Salt Lake City to en- 
gage in public relations and advertising 
work. For nearly two decades, however, 
he has been engaged in similar work for 
the Washington Water Power Company, 


ARTHUR S. GENET 


of which he is now vice president, as al- 
ready stated. 
ok * * * 

. paentebae on page 622 in our “What 

Others Think” department, we pre- 
sent excerpts from recent testimony be- 
fore the Senate subcommittee investigat- 
ing the nation’s transportation difficulties. 
Readers will find the views of a newcomer 
to these pages, ARTHUR S. GENET, presi- 
dent of The Greyhound Corporation 
which last year carried over 130 million 


passengers. 
* *K *K * 


eprom though it may seem to some 
the distinction between mediation and 
arbitration is not generally understood 
Beginning on page 587 is an artic 
which objectively compares both the 
mediation and arbitration approaches to 
settling utility labor disputes. The author 
is R1cHArD F. HEIGEs, at present a social 
studies teacher in the Columbus, Ohio, 
high school system, who has also worked 
with the Ohio Legislative Service Com- 
mission. Mr. HEIGEs is a native of Ohio 
who grew up in Indiana, and is the son o/ 
the president of State Teachers College, 
Shippensburg, Pennsylvania. He is him- 
self a graduate of State Teachers College 
(BS, ’53) and of Ohio State Universit) 
(MA, ’55). During the Korean War he 
served as an officer in the U. S. Army. 


* * * * 


) gt C. MELLETT, whose article on 
“Measuring the Yardsticks” begins 
on page 600, was formerly a newspaper 
writer in Indianapolis, New York, and 
Washington. He has done advertising 
work and professional writing and has 
handled both advertising and publicity for 
utility companies in the Middle West. He 
is a native of Elwood, Indiana, and a 
graduate of Indiana University, and still 
makes his home in Indianapolis. At one 
time he held an associate professorship a’ 
the University of Maine. 


THE next number of this magazine will 
be out May 8th. 


Ar Clit 
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MEET A 
LONG-DISTANCE 
“OPERATOR” 


Automation helps offset rising costs 
of natural gas operations 


This man and his pushbuttons help control 
the flow of natural gas from remote fields to 
3,000,000 households—each using, on the 


average, 70% more gas than it did a decade ago 





Automation contributes immeasurably to the 
efficient and economic operation of the 
Columbia Gas System. Microwave, radio, 
telemetering equipment, remote controls for 
regulators and compressor stations, and giant 
electronic computers are some of the modern 
instruments being used in the System. Other 
machines automatically prepare payrolls, 


dividend checks, and customers’ bills. 


Columbia has put the modern miracle of 
automation to work for the more efficient 
distribution of the modern miracle fuel . . . 


natural gas. 
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THE COLUMBIA » 


SYSTEM, INC 


COLUMBIA GAS SYSTEM SERVICE CORPORATION 
COLUMBIA HYDROCARBON CORPORATION 
120 EAST 41st STREET, NEW YORK 17, N. Y. 


ESTON GROUP: UNITED FUEL GAS COMPANY, AMERE GAS UTILITIES COMPANY, ATLANTIC SEABOARD CORPORATION, COLUMBIA GAS OF KENTUCKY, INC., 

GAS D!STRIBUTION CORPORATION, KENTUCKY GAS TRANSMISSION CORPORATION... COLUMBUS GROUP: THE OHIO FUEL GAS COMPANY, THE OHIO VALLEY 

PANY. . PITTSBURGH GROUP: THE MANUFACTURERS LIGHT AND HEAT COMPANY, COLUMBIA GAS OF NEW YORK, INC., CUMBERLAND AND ALLEGHENY 
GAS COMPANY, HOME GAS COMPANY...THE PRESTON OIL COMPANY 








Coming IN THE NEXT ISSUE 


(May 8, 1958, issue) 
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DOES OUR RATE-MAKING PROCESS NEED OVERHAULING? 


Charles K. Robinson of Pittsburgh, a veteran specialist in regulatory law, has raised 
an interesting question as to whether regulation should be classified in two groups 
and treated accordingly. He points out that there are today those public utility 
companies which cannot earn a fair return, even if there were no regulation, primarily 
because of competition. They no longer have a monopoly or any semblance of a 
monopoly. Such is the state of many railroad and transit companies. Then there are 
those public utility companies which can earn a fair return if they are permitted to 
do so. Such is the situation of many gas, electric, and telephone companies in the 
United States today. But conditions are changing constantly and there is no time 
guaranty that utility companies in one group may not eventually find themselves in 
the other, and vice versa. As to both groups, this thoughtful writer has some ideas 
for modernizing regulatory procedures. One of his conclusions favors a specialized 
appellate tribunal for handling rate case appeals. 
























DISCONTINUANCE OF RAILROAD SERVICE 


lt came as a shock to many to read in the press a few weeks ago that the Baltimore 
























& Ohio, the oldest railroad company in the United States and one with an unexcelled requ 

tradition for dedication to public service, was proposing to discontinue passenger 

service between Washington and New York. This was followed by the proposal of —— 

the Pennsylvania Railroad to discontinue a number of passenger trains between the 

same two cities. Other railroad companies are taking similar steps to retrench their 

own unprofitable passenger operations. A. J. G. Priest, professor of law at the Uni- Metl 

versity of Virginia and a well-known expert in practice as well as theory on regulatory chin 

law, gives us an account of the problem which railroad companies face in seeking too, 

to curtail losses from unprofitable operations through discontinuance. It is an analysis of cc 

which will make readers engaged in other forms of utility business consider this enjo' 

problem in terms of their own operations. sain 
HIRING MIDDLE AGE FOR WHAT IT CAN PRODUCE done 

Anybody who has to hunt a new job after forty is up against a widespread hiring lati 

superstition. On age alone, he is supposed to be all washed up, a liability and a 

danger to the work force. Uncle Sam has put yardsticks on this notion, and reports for tl 

that many oldsters are good producers—and for utility organizations have special of B 






experience and abilities. James H. Collins, professional author of business articles 
has done some checking on the problems of job hunting and job holding by middle- 
aged would-be workers. The signs point to a very definite conclusion that oldsters 
have some of the ability and experience needed in new jobs. In such jobs they can 
produce and be self-respecting and contribute mightily to a better balanced economy, 
lifting some of the burdens from the shoulders of the young. 
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Als Pies Special financial news, digests, and interpretations of court and com- 
mission decisions, general news happenings, reviews, Washington 
gossip, and other features of interest to public utility regulators, com- 
panies, executives, financial experts, employees, investors, and others, 
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— rate structures are the ‘chicken or the egg’ in future planning, a first and basic 
requirement is accurate, continuing monthly analyses of present billing. 
Any workable formula for projection of future operations and their capital require- 
ments, must in some measure be based upon what is happening now. 
R & S can produce these analyses quickly and economically by its “One Step 
Method of Bill Analysis” on the exclusive ma- 
chine of its invention shown below. Important 
tov, is our 20 year record of serving hundreds 
of companies, who have found R & S analyses 
enjoy considerable prestige with rate commis- 
sions. A further advantage is, all the analyses are 
done in our office, your personnel and equipment 
are not involved. 
As an aid in your future planning send 
for the booklet describing the “One Step Method 
of Bill Analysis”’—a request to Dept. P-2 will 


RECORDING & 
SUNT RE 


100 SIXTH AVENUE 
NEW YORK 13, N. Y. 









NATION-WIDE SERVICE 








CCaukble Coke 


“There never was in the world two opinions alike.” 
—MONTAIGNE 











Hart Buck “The driving force behind the free market is the ente-- 
Statistician, The Bank of Toronte. _ prise of the businessman. He is the man who sees a 
chance to turn unused resources to account, and produce 

something out of them which the public will want.” 


> 













LEONARD E, PASEK “|. . the fundamental answer to the Russians or the 
Assistant to the president, recession is to revitalize our economy. This will not be 
Kimberly-Clark Corporation. done by stepped-up government spending or newly 






stimulated consumer spending. The need is for greater 
capital spending to expand, and create new business.” 


> 










Rosert C. Tyson “T do not seek tax reduction resulting in government 
Chairman of the board, finance deficits and inflation. We should instead seek to redevise 
committee, United States Steel our tax systems so as to leave the maximum productive 

Corporation. incentive for each producing unit that is possible with- 
out undermining a similar incentive for all other units.” 






- 






M. S. RUKEYSER ‘Existing peacetime individual and corporate income 

Columnist. tax rates are destructive, and, instead of meeting the 
issue head-on, an attempt is made continuously to pro- 
vide substitute incentives through a rise in dollar wage 
and other income rates as an offset to tax confiscation.” 
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Rospert A. WHITNEY “The consumer is king in our economy—not capital. 
President, National Sales Everything is done to interest the consumer and the 
Executives. standard of living of the country is measured by what 






the consumer has, not by how much we produce. . . . 
Capitalism is a dirty word in Europe; they won’t buy 
it but they will buy ‘consumerism.’ ” 
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SAMUEL B. PETTENGILL “Today, 52 per cent of the nation’s gas is sold in inter- Hergoin 
Former member of Congress. state commerce, to consumers in distant states, as far bortuni 
from the gas well as Texas is from New Hampshire. If beaut 
the Supreme Court ruling stands, the field price of this ; 
gas will be controlled by the federal government as a nomic 
public utility. The other 48 per cent is sold in the states por ] 
in which the gas is produced ; where it is free from fed- 
etal price controls.” 
arg’ e 
LEVERETT SALTONSTALL ‘“‘We will do well to control our emotions, our feelings PIPris:' i 
U. S. Senator from Massachusetts. of hysteria and apprehension, and reassert our traci- chins s 
tional American common sense and self-assurance [in por I 
the wake of Russian developments]. Confidence in our- il 
selves has always been a primary asset of the American a ie 
Stand 





people. It is more important than ever before that we 
demonstrate it today. . . . Have we not contributed ‘o 
Russia’s psychological and propaganda advantage by o'r 
emotional response to the fact that the Soviet Union first 
placed a satellite in orbit?” 
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This 16-Foot Butterfly Valve Illus- 
trates the type of work which New- 
port News takes in stride. Newport 
News built 3 such valves, each 
weighing 446,000 lIbs., for the Ross 
Power Plant, Skagit Project, De- 
partment of Light, City of Seattle, 
Washington. Designed for a water 
flow of 3,620 cu. ft. per sec., and a 
hydrostatic pressure of 290 psi. 
these valves were shop tested by 
Newport News at 450 psi. They are 
hydraulically operated with oil at 
1,500 psi. pressure. Shop tests assure 
speedy, trouble-free assembly of 
Newport News built equipment, on 
the site. 


The TEST of a TITAN 


re is one of the largest high head butterfly valves ever built, 

Hergoing a shop test at Newport News. If you had an 

portunity to follow this unit from start to finish, you would see 

t hand how Newport News produces massive equipment 

bnom:cally. For economy is a basic advantage that results from 
por News’ high integration of skill and production facilities. N EWP ORT 
arg’ engineering and technical staffs, operating a plant NEWS 

Mpris 1g acres of brass, iron and steel foundries, five huge 


chin- shops and other extensive fabricating facilities, have made SHIPBUILDING AND 

po: News one of the world’s largest producers of hydraulic DRY DOCK COMPANY 
bine:. valves, gates, penstocks and other essential equipment... Newport News, Virginia 
h ste:dard and special in design. 
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et us bid on your equipment. Write us today for your copy of 
ater | ower Equipment.” 
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Whether in general operations, financing nam & 
ing or other business matters, the consul 
advisory services of Commonwealth can bet 
rial assistance. 

These services are integrated with tw 
and policies of client management in accimiimgrs: 
ing the desired objectives. Commonwealth tia 
ence is built on work covering many st 
companies, in operations varying from a 
ployees to thousands, and in projects fron 
dollars to many millions. 

Commonwealth is an independent org 
built on a business record of 50 years, and 
owned by officers and employees. 

Let.our booklet tell you more. 


REMINC 


COMMONWEALTH SERVICES INC. FINANCIAL 


INSURANCE 
. Cc. uston, Tex. PURCHASING 
New York, N.Y. Jackson, Mich. Washington, D. C Housto ar aeeteneaee 
CORPORATE 
300 PARK AVENUE, NEW YORK 22, NEW YORK pesemenes ane wale 
BUSINESS DEVELOPMEN! 
INDUSTRIAL RELATIONS 
PUBLIC RELATIONS 
STOCK TRANSFER 
PROXY SOLICITA’ 10m 
COMMONWEALTH ASSOCIATES INC. GENERAL CONSULTATI 
The Commonwealth Professional Engineering Organization CONSULTING AND DE! 





BUSINESS 
NEEDS 
ALL FOUR... 











2EMINGTON NOISELESS 


ONLY REMINGTON OFFERS ALL FOUR 


Your Remington Rand representative is best qualified to fulfill the 
typing needs of the modern office because only he can offer all four type- 
writers essential to business. He can impartially study your require- 
ments and recommend exactly the typewriter that will contribute the 

most to typing efficiency in your own particular organization. 
Only Remington Rand manufactures the proportional-spacing electric 
; Deremmaglore. KFland STATESMAN, REMINGTON® ELECTRIC, REMINGTON NOISELESS® and 

j ISION OF SPERRY RAND CORPORATION REMINGTON STANDARD® office typewriters. 
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THE IRVING TRUST COMPANY SERVES VITAL INDUSTRY 





service lines into the future...] «i 


Vast growth of the Utility Industry 


ning, financing, or cultivation of the finan- 


has had its share of financial complexities. cial community—our Analytical Studies, Py 
However, close to the pulse of the finan- Seminars and Round Tables may prove 
cial world and to the Industry itself, our valuable aids to your company’s future. 
specialists continue to reach ahead with For more information, call Public Util- 
new and sound approaches. ities Department at DIgby 43500 or a 
Whether an undertaking of capital plan- write us at One Wall Street. ues 
IRVING TRUST COMPANY * 


One Wall Street, New York 15, N.Y. 


Capital Funds over $130,000,000 


RicHarp H. West, Chairman of the Board 


Total Assets over $1,500,000,000 


Georce A. Murpny, President 


Public Utilities Department—Joun F. Cuixps, Vice President in Charge 
MEMBER EDERAL DEPOSIT INSURANCE CORPORATION 
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dvania Electric Asso- 
Veter Committee, 
ins meeting, Werners- 


ville, Pa: 


Friday—25 


American Power Dispatch- 

ers Association begins na- 

tional spring meeting, Los 
Angeles, Cal 


Saturday—26 


Association of American 
Railroads, Communications 
Section, will hold annual 
session, Kansas City, Mo. 
May 13-15. Advance notice. 


Sunday—27 


National Association of 
Broadcasters begins annual 
convention, Los Angeles, 


Cal. 





Monday—28 


thern Gas Association 
bins annual convention, 
Dallas, Tex. 


Tuesday—29 


Petroleum Industry Elec- 
trical Association begins 
convention, Dallas, Tex. 


Wednesday—30 


Chamber of Commerce of 

the United States ends 4- 

day annual meeting, Wash- 
ington, D. C. 


MAY 


Thursday—1 


American Society of Tool 

Engineers begins annual 

meeting and tool show, 
Philadelphia, Pa. 





Friday—2 


rsey Utilities Asso- 
will hold spring 

Absecon, N. J. 
16. Advance notice. 


Saturday—3 


Advertising Federation of 
America, Fifth District, 
ends 3-day convention, 


Mansfield, Ohio. 


Sunday—4 


Liquefied Petroleum Gas 
Association begins annual 
meeting, Chicago, Ill. 


Monday—5 


American Institute of Elec- 

trical Engineers, Great 

Lakes District, begins meet- 
ing, East Lansing, Mich. 





uesday—6 


n Public Power 
on begins annual 
New Orleans, La. 





Wednesday—7 


Indiana Telephone Assocta- 
tion begins annual conven- 
tion, Indianapolis, Ind. 





Thursday—8 


Public Utilities Advertising 
Association begins annual 
convention, Pittsburgh, Pa. 





Friday—9 


Illuminating Engineers So- 

ciety ends 2-day intermoun- 

tain regional conference, 
Pueblo, Colo. 
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APRIL 24, 1958 


A New Look at Customer 
Understanding 


A plea for more emphasis on the spoken word as dis- 
tinguished from the printed message in gaining better 
customer understanding for the electric utility industry, 
and for combination of both the spoken and printed 
word to appeal to the customer in his own self-interest. 


By KIMBALL I. JACK* 
VICE PRESIDENT, WASHINGTON WATER POWER COMPANY 


T is a small world. And here on Main 
Street in every town, gaping into 
store windows, is a modest citizen 

called the utility customer. On the aver- 
age he lives on a relatively small plot of 
ground and thinks sane, practical, but, on 
the whole, unpretentious thoughts about 
the world in which he lives. 

Also on Main Street is erected the not- 

so-small office building of the electric 


*For additional personal note, see “Pages with 
the Editors.” 


company from whence the customer re- 
ceives light and power. Incidentally there 
is rendered to him a monthly reminder 
which warns him to reimburse the utility 
promptly, lest “light for freedom” and 
“power for progress” be cut off. 

It is obviously a serious and recurring 
problem from the standpoint of a public 
utility company management to establish 
more favorable relations with this “‘aver- 
age customer.” We would, of course, like 
to devise strategy to change him from 
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being an indifferent or even mildly dis- 
gruntled man in his attitude toward his 
utility company, to a friendly, active ally. 
We would like to have him smile cheer- 
fully when the postman brings his month- 
ly reminder. We would like to persuade 
him to pay without grudge his stipend. 
Secretly, it is our hope (though seldom is 
desire expressed aloud) that he will vote 
for candidates in public office who will 
recognize the true worth of his electric 
company, as compared with the publicly 
owned city water system and other non- 
profit enterprises. Also, we hope and may 
even expect that he will protest vehement- 
ly, if the legislature should seek to raise 
the utility’s mounting taxes, or pass me- 
morials uncomplimentary to the utility’s 
size, its collection policy, or, in some cases, 
its so-called enticing of REA customers. 

Finally, as a result of sound customer 
relations effort, we would like to have 
this typical person, whose counterparts 
are so many but whose definite ideas and 
ideals are so vague and elusive, voluntar- 
ily write letters to his Congressman. We 
wish he would thus register his approval 
of the utility’s application to build a new 
power plant. We would like to have him 
scowl at public power groups which seek 
to expand. 


oo blunt and unattractive objec- 
tives lead to, or should lead to, re- 
peated analysis of public power progress. 
Then the obvious question is asked: Is it 
not time for a new look at the whys and 
wherefores of customer understanding? 
Over the years, each utility company has 
followed its own bent to win its numerous 
small customers to the cause of free enter- 
prise. But pat formulas to consumer un- 
derstanding, like those for atomic power 
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development, have shown no recent 
“breakthrough.” The intensity of utility 
effort using standard procedures is still 
largely determined by the sharpness of 
public ownership teeth nipping the com- 
pany from behind. 

These sharp teeth, true indications of 
Socialism on the ascendancy, apparently 
are not recognized even today on all fronts 
by the private utility. This is not one 
man’s opinion. It is confirmed by observ- 
ant editors, writers, a few forthright Con- 
gressmen, wise industrialists, thoughtful 
educators, and allies. And we are inclined 
today, more regretfully than ever before, 
to think that if more electric companies 
took time off to compile local gains and 
national losses on the question of public 
power, tabulate for a single month the 
vast rivers of propaganda influencing 
millions of minds, political intrigues, 
building and bending of laws favorable to 
public power, we would have new inspira- 
tion to support industry public relations 
programs now struggling for existence. 
The goal of these is nothing more spec- 
tacular than simply the attainment of pub- 
lic understanding. 


ee the research department of any 
electric company seek topics for study 
in the field of public power progress, as a 
starting point, consideration may be given 
to the numerical and financial strength of 
groups and organizations now pressing 
for complete socialization of the electric 
industry. This study alone may not indi- 
cate extinction of private industry, but 
any examination will show that the com- 
petition ahead can be costly and rough. 
There is the problem of the distorted 
interpretation of election-time votes giv- 
en candidates at the polls. These success- 
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ful candidates and others may unfairly 
hail their success as a “mandate” to place 
private power companies on a downhill 
toboggan. To support this artificial man- 
date, many kinds of propaganda, some 
surpassing even Communist techniques, 
are used. For example, look at the fre- 
quent assertion that the Eisenhower part- 
nership policy is all washed up. Look at 
the deceptive interpretation in the Pacific 
Northwest, meant to convince the whole 
nation—even though the contrary fact is 
statistically provable—that election of 
legislators who happen to favor govern- 
ment power among many other things is 
a mandate of the people for more govern- 
ment power. 


HEN, too, there is the matter of bills 

and memorials introduced in state 
and national legislative sessions favorable 
to government power expansion. There 
are the unfriendly committee hearings, 
those expensive and time-consuming ex- 
ercises in preconceived judgment, in which 
the utility company is condemned before 
testimony is heard. There is the resulting 
damaging publicity flooding all channels 
of communication. There is the upward 


q 
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trend in kilowatts generated by nonprofit 
power agencies. There are the federal 
power plants now proposed, or under 
construction, and the atomic power con- 
flicts ahead. 


- Rgeecesage the newspaper inches and 
radio time which positively and in- 
delibly emphasizes successful public power 
operations. Consider the federal transmis- 
sion lines tentacled over the nation. Con- 
sider the great army of politicians in both 
parties seemingly indifferent to what’s 
happening to the profit system. And 
where are all those rugged believers in 
private enterprise when the time comes to 
oppose or interfere with expanding gov- 
ernment ownership? Note the wariness 
with which civic organizations shy away 
from showing such ordinary films as the 
one entitled “Tax Equality.” In contrast, 
observe the slick, the slow, and subtle in- 
fluence in favor of government ownership 
still evident in our schools. Add it all up 
and we get a picture of overwhelming 
lack of public understanding regarding 
the whole electric power problem from 
this important ideological standpoint. 
Why? 


“THERE is such a thing as avoiding the very subject that should 
be talked about. If the inroads of the public ownership zealots 
are bypassed, how can the readers be expected to absorb what ts 


hidden between the lines? The main problem of the electric util- 
ity industry today is neither casual nor occasional. If signposts 
already noted are accurate, some brand of Socialism ts making 
slow but persistent headway into this important business area. 
What's more, it is generally accepted by many observers that 
unless the entire population ts reached somehow, with informa- 
tion about basic issues, privately owned electric companies will 


suffer lasting damage.” 
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 ereremmaeen is the evidence before us, 

and we ask ourselves what has hap- 
pened. The truth of the matter is, not 
much of anything has happened favorable 
to the utilities, in so far as the consumer 
is concerned, or at least that he has been 
made aware of. The industry has been 
fettered by old inhibitions and doubts. 
The comparatively little money collected 
and spent, the speeches made, the adver- 
tisements run, the films complete and in- 
complete, the occasional articles and edi- 
torials—all seem small compared with 
actual impact and result of, let us say, an 
aggressive labor union supporting a strike 
in modern fashion. The Senate Rackets 
Committee has heard much persuasive 
testimony on the latter point : the boycott- 
ing, the intimidating phone calls and let- 
ters, the army of door-to-door workers, 
the posters and billboards distributed by a 
single group to oppose labor legislation 
in a single state. With only a few key 
items to work on—partnership in power 
development, tax equality, and the pref- 
erence clause—the electric industry still 
has far to go in accomplishing its objec- 
tives. 


oe for example, that red-pepper 

topic, the “preference clause.” Here is 
a subject that has been neglected. Several 
debates have been held, with industry par- 
ticipation. A few booklets, apparently di- 
rected at academic level intellects, have 
been printed to “analyze the law.” These 
printed pieces have been distributed to 
employees, or reprinted in the company 
house organ. All worth while as a start, 
but surely not the last word that could be 
said, According to surveys, not more than 
5 per cent of the population has any 
real conception of what the “preference 
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clause” is. Why should it? Has it ever 
been made clear just why the average 
customer should be interested in this sub- 
ject; that is, from Ais viewpoint of per- 
sonal interest ? 


HIs state of affairs would be more 

understandable were it not for the 
fact that the industry has such a lot to 
work with. The foundation is there. The 
start is ready-made. Our population al- 
ready believes in equality and fair play. 
It is a basic and fundamental principle of 
Americanism that one pampered group be 
not shown partiality over one more indus- 
trious. Public opinion surveys indicate 
that even people benefiting from the 
“preference clause” are opposed to it 
when they understand how it applies to 
them! And it is hard to believe that an in- 
dustry having the public already on its 
side will sit back and surrender to this 
assault on an established viewpoint. 

Yet instead of down-to-earth homely 
illustrations of how the “preference 
clause” picks the pockets of a dozen tax- 
paying Peters to pay one subsidized Paul, 
we have some pretty farfetched substi- 
tutes. At one time it was quite a fad to as- 
sert that the more electricity a customer 
used, the more chummy and loyal would 
be consumer sentiments for the utility. 
But alas! That did not work out. All the 
emphasis on the household benefits which 
electric customers are getting by way of 
entertainment, comfort, time saving, and 
convenience—wishfully meant to endear 
the customer—somehow, somewhere, got 
off the track. Anyway, a lot of people did 
not clearly trace these boons back to the 
power lines and the monthly bill. These 
“preference clauses” and other key issues 
remained beyond the horizon. 
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Getting Through to the Customers 


- ¥ each customer were a Brownie camera with fixed lens, this problem 

of readership and the ability to comprehend preference would not 

be raised. We could then press the shutter button and excerpts of law, quota- 

tions, and arguments would be photographed upon memory’s film, to re- 

main forever. But the customer ts not a photographer's plate. We cannot 

manipulate him one-millionth part, for he walks the road of his own choos- 
ing and we must meet him on that road or not at all.” 








ae companies, taking another tack, 

concentrated on improved service as 
the basis of winning more customer ap- 
preciation. There were fewer shutdowns 
and faster repairs. The theory of this ap- 
proach was that nothing more than forth- 
right service was needed to win lasting 
public support. Only trouble with this 
worthy effort was that it was discovered 
that where emotion is appealed to with- 
out definite connection with the custom- 
er’s own self-interest, a vacuum exists in 
learning about the industry’s real prob- 
lems. Too often, the customer fails to 
make the connection. 

Many utilities have run assorted ad- 
vertisements, as do banks, transportation 


companies, and manufacturers, to remind 
people that each specified corporation is 
vital to national economy. This is all true 
as far as it goes, but has anyone seriously 
proposed doing away with all of our 
banks, electricity, or transportation? This 
is harping on a point on which the public 
is already convinced. 

Other electric utility companies have 
favored a more tiptoe or subtle approach 
to public understanding. Using clever ad- 
vertising techniques, illustrations totally 
unrelated to vital problems at hand grad- 
ually get around to the real point with 
guarded prose. The illustration about a 
hound dog, or cherry blossom time in Ja- 
pan, draws attention to printed copy, just 


APRIL 24, 1958 





PUBLIC UTILITIES FORTNIGHTLY 


as might a fan dancer on the street corner 
draw attention to a shop window. But 
such copy may be so subtle as to be self- 
defeating. 


> Noone is such a thing as avoiding the 
very subject that should be talked 
about. If the inroads of the public owner- 
ship zealots are bypassed, how can the 
readers be expected to absorb what is hid- 
den between the lines? The main prob- 
lem of the electric utility industry today 
is neither casual nor occasional. If sign- 
posts already noted are accurate, some 
brand of Socialism is making slow but 
persistent headway into this important 
business area. What’s more, it is general- 
ly accepted by many observers that unless 
the entire population is reached somehow, 
with information about basic issues, pri- 
vately owned electric companies will suf- 
fer lasting damage. 

How do we achieve consumer under- 
standing of utility problems? It seems 
reasonable that the first step entails point- 
ed effort to gain a willing ear, a favor- 
able emotional response. This first step 
does not involve intricate intellectual ex- 
ercises. It involves simple, friendly under- 
standing, a bond of sympathy, the estab- 
lishment of common interests, the nam- 
ing of personal benefits yet to come, a 
sense of obligation, a recognition of ac- 
ceptable character traits. We make friends 
by doing friendly things. For the electric 
utility company, this means that the mo- 
tives of the corporation’s activities must 
be translated so as to indicate concern for, 
and advantages to, the consumer. 


geome of the physical dimen- 
sions of the new steam plant is all 
very well as a factual or historical refer- 


APRIL 24, 1958 


ence. But it is not likely to match con- 
sumer enthusiasm for new payrolls, local 
purchases, community building. Statistics 
expressed in kilowatts are forbidding on 
their very face. Why not mention compa- 
ny efforts to bring in new industries? It is 
the attitude, the good will, that will move 
the customer to friendly attention. This 
means thinking beyond the self-interest 
of the company, and expressing a message 
in terms of the obvious self-interest of 
the customer. There is real meaning for 
the customer in the announcement that 
company employees will build a skating 
pond for the youngsters, or that they will 
provide playground equipment at an or- 
phans’ home, or collect clothing and food 
for needy families. The public listens with 
sharp ears when the utility announces 
that a committee is set up to study elec- 
tricity in relation to improved health, or 
new-type street lighting that will save the 
taxpayer dollars, or to study vocational 
guidance problems. The public listens 
when it is announced that a new lighting 
system is being installed to help reduce 
crime. The occasional invitation to make 
free use of a company telephone, located 
near an easy chair, is more important to 
many humble people than -cold-blooded 
data about a 50,000-kilowatt power plant. 
Why? Because the customer realizes that 
(with regard to the telephone) the elec- 
tric company was thinking of him! 


Ove the customer begins to regard the 
utility in such terms of cordial per- 
sonal recognition, the difficulties of so- 
called “customer education” are greatly re- 
duced. Lucky is the management whose 
customers say with feeling: “The electric 
company is my friend.” Or else: “We are 
considered in the utility’s plans.” Then, 
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the first objective is won. The hard core 
of indifference, the shell of hostility to- 
ward the cold and impersonal corpora- 
tion, gives way to new attentiveness. 


, next step is a question of actual 
delivery of the company’s message, 
sometimes called “communications.” The 
company’s message must be guided 
through waste waters and confusion to a 
safe landing in customer acceptance and 
understanding. What form should the 
message take? Printed literature or the 
human voice? Here is an important de- 
cision, 

Just why American business leans so 
heavily towards printed literature in the 
process of consumer enlightenment is not 
always ciear. Lut equally important is the 
style of presentation. A glance at some 
pamphlets prepared for mass consumption 
tells the story. Do we really expect the 
masses to settle down and dig through 
five to fifty pages of small print dealing 
with technicalities of tax statistics, inven- 
tories, legislation, including the “prefer- 
ence clause”? Even professional special- 
ists might read such documents as a 
matter of duty rather than for a reward- 
ing search for knowledge calculated to do 
the reader some good. Why should the 


q 
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average customer read about the “pref- 
erence clause” anyway? Consider the 
sharp competition for his time and atten- 
tion, including truly enjoyable free enter- 
tainment on the family TV or radio. Why 
should anybody think he will understand 
a difficult analysis of the preference law, 
even if prepared for him? Rarely during 
his entire life does the average utility cus- 
tomer voluntarily select an academic 
treatise on law or economics for pleasur- 
able reading. A document with a label 
such as “The Facts about Our American 
Business System” does not beckon to the 
average customer with a promise of pure 
enjoyment for him. Why should he read 
it for somebody else’s benefit ? 


HIs is not, of course, an indictment 
of all printed material as such—but 
only a suggestion that the pills of wisdom 
need sugar-coating from the standpoint of 
the customer’s own self-interest. What’s 
in it for him? Let him just once get the 
idea that there is something there for him 
and that he can get it without too much 
trouble and understand it, then watch him 
go after it. 
We have got to start out with recogni- 
tion of the simple truth that all customers 
are not equally gifted. This is no reflec- 


“THE toiling public, regardless of educational handicaps, re- 
gardless of occupation, or available leisure time, or of mental 
capacity, simply is not interested in reading much of anything 


which does not appeal to its self-interest. And though our great 
population is doubtless motivated by one or more of the seven 
basic human desires, economic self-education ts not one of them. 
Consider only the fact that while the ‘preference clause’ law has 
been in existence, functioning and well-publicized, for fifty 
years, only about 5 per cent of the population ever heard of it.” 
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tion on anybody. But it is a fact that mil- 
lions of our citizens are not trained so 
that they can recall the facts of a simple 
automobile accident, much less details of 
scientific or economic phenomena. Acres 
of unfilled seats at serious lectures, ana- 
lytical polls of the readership ratings of 
the editorial page or of the type of books 
borrowed from library shelves, or of 
magazines purchased from the corner 
stand bear out this generality. Any busi- 
ness message based on even a remote pre- 
sumption that thousands of potential Far- 
adays or Einsteins are walking the streets 
is doomed from the start to well-deserved 
oblivion. 


_" while the printing presses of indus- 

try revolve with messages of difficult 
prose, enemies of the profit system walk 
through the outskirts of town to learn for 


themselves what happens with the popu- 
lation when the mailman with a printed 
essay reaches them. We, too, should learn 
consumer reaction. Let us visit the na- 
tion’s 770,000 miners in their homes and 
observe their after-work interests and 
activities. Let us visit the nation’s 4 mil- 
lion transportation workers, many on the 
highways or byways in a truck, or in tav- 
erns, and see how they occupy their time, 
and what interests them, and cut the cloth 
to fit. Let us visit some of the nation’s 22 
million farm population, repairing a gang 
plow or sowing wheat or clover seed, or 
the 5.5 million hotel, laundry, cleaning 
and dyeing workers, people who raise 
families on a shoestring and wash their 
own lingerie in the bathroom hand basin. 

What do these people care about the 
“partnership policy” or the utility “pref- 
erence clause’? And, in all earnestness, 
how do we answer the simple question: 
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“Why should they?” Until we have a sat- 
isfactory answer for that we shall not go 
far. Buttonhole a few people on the street 
and ask them what are their ten most se- 
rious problems. Surely the nation’s 16 
million employed in manufacturing plants 
should welcome something about business 
economics, if anyone does. But how do we 
serve up the course to their liking? 


D° we really expect this year’s crop of 
3 million newlyweds to put aside 
more entrancing considerations to study 
arguments about federal dam building or 
equitable distribution of electric power? 
What about the aged? What about the 
unemployed, or the countless millions 
jousting with low wages, sickness, miscel- 
laneous social safaris, and the families of 
another 1.4 million killed or injured in 
auto accidents annually? All these are 
necessary parts of the picture which must 
be taken into consideration if we would 
deliver the message to a mass audience. 

If each customer were a Brownie 
camera with fixed lens, this problem of 
readership and the ability to comprehend 
preference would not be raised. We could 
then press the shutter button and excerpts 
of law, quotations, and arguments would 
be photographed upon memory’s film, to 
remain forever. But the customer is not a 
photographer’s plate. We cannot manipu- 
late him one-millionth part, for he walks 
the road of his own choosing and we must 
meet him on that road or not at all. 

The toiling public, regardless of educa- 
tional handicaps, regardless of occupation, 
or available leisure time, or of mental 
capacity, simply is not interested in read- 
ing much of anything which does not ap- 
peal to its self-interest. And though our 
great population is doubtless motivated 
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by one or more of the seven basic human 
desires, economic self-education is not 
one of them. Consider only the fact that 
while the “preference clause” law has been 
in existence, functioning and well-publi- 
cized, for fifty years, only about 5 per cent 
of the population ever heard of it. Fur- 
thermore, the other 95 per cent at the mo- 
ment probably do not give a hoot. What 
do we do about that? 

Even the successful businessman is 
more or less uninterested in corporate 
problems not directly related with his 
own business. This includes nearly all of 
us. Few will consume with any degree of 
care the cascades of print that flow over 
the desk from somewhere about some- 
thing—the problems of the entertainment 
industries, for example. How often does 
the busy businessman carry some weighty 
article in his brief case for months and 
finally discard it untouched? 


Is there a better way to educate the pop- 
ulation? One alternative, of course, is 
speech—the human voice. Like the for- 
mula for friend making, this proposal 
promises solid results from personal con- 
tact and is as old as man. Many are the 
arguments favoring oral communication. 
Take, for example, the fact that only 10 
per cent depend upon newspapers as their 
most important source of information, 
while 73 per cent depend upon word of 
mouth. What’s more, while 23 per cent 
consider printed information reliable, ac- 
cording to research, oral statements are 
more readily heeded. While the unseen 
radio voice carries tremendous weight of 
conviction, when a speaker can be seen 
(and if his reputation for integrity and 
friendliness is already established), he 
can claim further multiplied effectiveness. 


The human voice, more often than not, 
appeals to a captive audience. The book 
can be closed more easily than can the 
ears. Further, the simple language by 
which one talks to his fellow man is less 
inclined to be stilted. Sentences are short- 
er, words smaller and less cumbersome. 
Under inflection and emphasis, the voice 
comes alive. Speakers can often project 
meaning even in a foreign tongue. The 
lawyer could not do without it. In the 
classroom, it is of prime importance. 
Imagine the late Franklin Roosevelt dis- 
carding the famous “fireside chats” for 
written appeals. Indeed, there never was 
a surer way on earth to impart knowledge 
—whether between two cavemen, house- 
wives over the back fence, between em- 
ployer and employee, or from a statesman 
to his constituents—than with ordinary 
speech. 


ls it possible for utility companies to 
train and send to the four corners of 
the nation capable speakers who can tell 
their story? Catalogues list some 2,000 
national conventions held annually, while 
local service and professional club meet- 
ings run into seven figures. Local speak- 
ers—employees known to be responsible 
and honest—can make themselves wel- 
come in labor halls, mining camps, and 
meetings of factory workers. Do the ra- 
dio and television not offer direct com- 
munication? The “preference clause’’ is 
not necessarily boring as a subject. It 
could come alive when handled by a good 
speaker. Here are a few actual comments 
from customers which show intrinsic feel- 
ing toward the preference clause trans- 
lated into fair play: 


The preference clause is anything 
but democratic. It’s strictly un-Ameri- 
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can, and I’m against it. . . . It’s like tell- 
ing me I can’t use the public library un- 
til PUD’s and REA’s get through with 
it... . There are over one million cus- 
tomers of private utilities in this area, 
and only 232,000 PUD customers, so 
why should PUD’s have first claim on 
federal power? ... I pay taxes the same 
as anybody else, and I’m just as much 
a citizen as anybody else. I resent these 
PUD’s saying they come first. . . . To 
me it’s like having the mailman deliver 
mail to PUD’s along the street and 
leaving me out until he has a little spare 
time. . . . Nobody likes favoritism. . . . 
The original law, as I understand it, 
was meant to give government power 
to departments of government connect- 
ed with power development, but the 
PUD’s have stretched the law out of 
its original meaning, because they want 
more than their share. 


HESE comments do not indicate a dis- 
interested viewpoint. Such convic- 
tions spring deep from the heart. They 
clearly indicate the emotional element 
which bespeaks the fact that “we intend 
to do something about it.” Patrick Henry 
would have no difficulty holding his audi- 
ence with such a subject. There are liter- 
ally thousands of potential Patrick Hen- 
rys in America today. The industry itself 
boasts numerous persuasive, easy-to-un- 
derstand speakers, Every high school pro- 
duces one or more youthful winners of 
speech contests. Why are they permitted 
to drift into factories, professions, back 
to the farms, or into retirement with 
these talents unused? 
One conclusion urged, therefore, is 
more emphasis on the spoken message. 


Thoroughly informed employees, when 
questioned by their friends, can be 
trained to give right and ready answers. 
Key personnel, and more rank-and-file 
employees, with a flair for public speak- 
ing, can be encouraged to give their mes- 
sages direct to consumer groups. One 
small community recently listed some 
800 meetings held annually! What an op- 
portunity! Many employees can assist in 
the booking of competent speakers before 
a wide range of business, professional, 
civic, and trade groups. Many of these 
may well merit a reaction story in the lo- 
cal newspaper. 

The minister, the college and high- 
school instructor, the lawyer and a few 
public-minded citizens may, if strongly 
urged, take the time to read informative 
essays. Further, it is this small group, 
said to number not more than 25,000 top- 
flight influentials throughout America, 
plus local group leaders, who can trans- 
late the printed ideas into emotional lan- 
guage which the lay citizens can under- 
stand. 

These thought leaders already have 
won the confidence of their audiences. 
The average man without opinions of his 
own can and will be influenced by what 
they say. 


ane together—the human voice pius 

the written word carefully distribut- 
ed, directed to minds that can and will 
read it—may win public opinion to the 
electric utility industry’s side. Because 
printed literature in and of itself has not 
accomplished notable results, to date, a 
combination of speech and print, with 
emphasis upon the spoken word, is cer- 
tainly worth a trial. 
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State Labor Legislation for 
Public Utilities’ Disputes 


Mediation in labor disputes means the intervention of a third party 

without compulsory powers, who seeks to persuade the parties to 

reach a settlement. Compulsory arbitration, however, means that 

the state law requires the parties to a labor dispute to submit the 

dispute to an arbitrator or board of arbitration whose decision is 
binding by law on both parties. 


By RICHARD F. HEIGES* 


HOULD state governments have pre- 

determined procedures to prevent, 

delay, or otherwise handle work stop- 
pages in public utilities? Legislative inter- 
est in this problem in recent years can be 
traced back to the immediate postwar 
period when strikes were numerous. In 
1946 and 1947, as a result of the public’s 
demand that “something’’ be done, ten 
states passed special antistrike laws for 
public utility labor disputes.’ At present 
there is no strike wave, though serious 
strikes in public utilities in certain areas 
of the nation recently have prompted in- 


*Social studies teacher, Columbus, Ohio. For ad- 
ditional personal note, see “Pages with the Editors.” 


terest in this problem, On the federal level 
there is little prospect for a revision of the 
Taft-Hartley Act in regard to the settle- 
ment of labor disputes, though there may 
be new legislation to further control union 
operations, 

However, in the state legislatures there 
seems to be a swelling movement to engage 
in labor lawmaking. “Right-to-work” laws 
are only the most publicized. In this period 
of relative labor peace, perhaps calm and 
wise judgments can be made in the legis- 
lative halls, but in a time of quiet legisla- 
tive action does not seem urgent, and most 
solons would rather not tinker with the 
machinery for fear of upsetting a delicate- 
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ly balanced mechanism. In considering 
laws of this type the major issue is to 
weigh the public interest against the rights 
of employer and employee. 


. is the purpose here, first, to examine 
the feasibility of state legislation con- 
trolling public utility labor disputes. If a 
law is feasible it must be correct in two 
respects: constitutionally and practically. 
We shall review the constitutional ques- 
tions involved and attempt to evaluate the 
effectiveness of the various regulatory de- 
vices. A second purpose is to examine the 
desirability of such legislation; that is, 
the need for, possible results of, and ac- 
ceptability by labor, management, and the 
public of state regulatory procedures. 
Finally, there will be a proposal for a 
course of action by state governments. But 
first we shall examine the feasibility and 
desirability of devices now utilized by the 
states to handle public utility disputes. 


Required Mediation 

a in labor disputes means the 

intervention of a third party who 
has no compulsory powers but who mere- 
ly attempts to persuade the parties to reach 
a settlement. Required mediation refers 
to a statutory requirement that parties to 
a labor dispute in public utilities must sub- 
mit their negotiating proceedings to a 


board of mediation or to a mediator. The - 


mediator is not empowered to make any 
binding decision, though in some circum- 
stances a report by a mediator to the gov- 
ernor which is made public may bring 
great pressure on the disputants to reach 
a settlement. In some states strikes are not 
permitted during the efforts to mediate the 
dispute. An example of this approach to 
public utility disputes is a Michigan law 
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which provides for the investigation of 
disputes by the Labor Mediation Board 
of three members and a staff of concilia- 
tors. If mediation fails, the governor 
designates a fact-finding commission 
which makes a public report, but the find- 
ings are not binding. The parties are then 
required to resume collective bargaining 
with a strike ban in effect for ten days.* 

The power of a state to require parties 
to a dispute to make use of state mediation 
procedures does not appear to be directly 
limited by any constitutional provisions or 
court interpretations. And the Taft-Hart- 
ley Act authorizes the Federal Mediation 
and Conciliation Service to make jurisdic- 
tional agreements with state mediation 
agencies, A strike ban accompanying 
mediation generates constitutional ques- 
tions which will be discussed later. 


EDIATION, particularly when success- 
ful, is not a spectacular, newsworthy 
process. Examples on the debit side in 
evaluating mediation are easy to find. 
Clearly a weakness of mediation is that 
while the parties to the dispute are re- 
quired to submit to mediation, they are 
not compelled by law to reach an agree- 
ment, though public opinion and political 
pressures may drive the parties into a set- 
tlement. 

Mediation is more acceptable to both 
labor and management than is compulsory 
arbitration, for mediation is merely an aid 
or a supplement to collective bargaining 
rather than a substitute for negotiations 
between company and union. Since the 
weakness of mediation is that no binding 
decision can be imposed by the mediator 
upon the parties to a dispute, mediation 
does not assure settlement of all labor dis- 
putes. The acceptability of the mediation 
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approach by the public decreases as the 
inconveniences and hardships of a par- 
ticular work stoppage in a public utility 
increase. It is interesting to note, how- 
ever, that there must be much faith in 
mediation, at least as a preliminary step, 
for it is included in most state statutes 
calling for compulsory arbitration or 
seizure as a final solution. 

This writer feels that required media- 
tion can be of real help in settling labor 
disputes in public utilities. The quality of 
the mediators is, of course, important. 
This means that the state must be willing 
to underwrite the cost of good mediators 
and must secure nonpolitical appointees 
capable of winning the confidence of both 
labor and management. And if the goal 
of state legislation is to eliminate com- 
pletely work stoppages in public utilities, 
then mediation is not the proper means to 
this end. Mediation serves merely to re- 
duce the friction in collective bargaining 
procedures. 


Compulsory Arbitration 
B" compulsory arbitration we mean 
that the state law requires the parties 
to a public utility dispute to submit the 
dispute to an arbitrator or to a board of 
arbitration empowered to make a decision 
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which by law is binding on both parties. 
Such a statute normally includes enforce- 
ment provisions of fines and prohibits 
strikes and lockouts during and after ar- 
bitration. In some states compulsory arbi- 
tration is a last step resorted to when 
mediation and other techniques are ex- 
hausted. An example of compulsory arbi- 
tration is a New Jersey statute which per- 
mits the state to seize and operate public 
utilities when mediation fails to settle a 
dispute. A strike is then unlawful, and the 
dispute is submitted to a tripartite board 
of arbitration within thirty days. This de- 
cision is binding for one year and awards 
may be retroactive to the date of the 
seizure of the utility.* 

Restrictions on freedom normally raise 
constitutional issues, and compulsory ar- 
bitration which restricts the freedom of 
union and management to bargain collec- 
tively is no exception. The United States 
Supreme Court in 1923 ruled that a Kan- 
sas compulsory arbitration law violated 
the Fourteenth Amendment in that it “de- 
prives the employer of property and both 
the employer and employee of liberty, 
without due process of law.” But the Su- 
preme Court in that same decision indi- 
cated that business “affected with a public 
interest” was a different category. And in 


“AT present there is no strike wave, though serious strikes in 
public utilities in certain areas of the nation recently have 
prompted interest in this problem. On the federal level there is 


little prospect for a revision of the Taft-Hartley Act in regard 
to the settlement of labor disputes, though there may be new 
legislation to further control union operations. However, in 
the state legislatures there seems to be a swelling movement to 
engage in labor lawmaking. ‘Right-to-work’ laws are only the 


most publicized.” 





589 





APRIL 24, 1958 












PUBLIC UTILITIES FORTNIGHTLY 


1934 the United States Supreme Court 
held that due process demands only that 
the state law shall not be unreasonable.‘ 


A MORE important problem is that state 
compulsory arbitration laws may 
conflict with congressional legislation and 
thereby be invalid. Congress in recent 
decades has used its extensive power to 
regulate interstate commerce as a basis for 
a comprehensive program of national 
labor legislation. While a state may enjoy 
concurrent regulation of interstate com- 
merce, it may not regulate an aspect of 
interstate commerce so as to conflict with 
federal laws. State legislation is most 
likely to conflict with the Taft-Hartley 
Act which specifies procedures on the na- 
tional level to bring about the settlement 
of labor disputes. The act does not au- 
thorize state action in a locally confined 
labor dispute such as in a small public 
utility, though the National Labor Rela- 
tions Board may cede jurisdiction to the 
states, and the Federal Mediation and 
Conciliation Service must avoid interven- 
tion in disputes strictly local in nature if 
state mediation facilities are available. 
State regulation of public utility labor 
disputes was given a severe blow in Amal- 
gamated Association v. Employment Re- 
lations Board in 1951. It was held that 
the Wisconsin law authorizing compulsory 
arbitration in public utility disputes con- 
flicted with the Taft-Hartley Act which 
guaranteed the right to strike. The United 
States Supreme Court stated that Con- 
gress had pre-empted this field of labor 
relations and thus closed it to state regu- 
lation and that even a local utility is under 
federal rather than state jurisdiction. 
Although this decision was not without 
precedents,® critics attacked the Supreme 
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Court’s inference that Congress meant to 
preclude state activity by not expressly 
providing for it. Certainly the effect of 
this decision has been to create doubt 
about public utility labor legislation in 
other states. State courts in Florida and 
Indiana and a federal district court in 
Michigan have recently made similar de- 
cisions; yet the United States Supreme 
Court has stated that ‘“‘the National Labor 
Management Act .. . leaves much to the 
states, though Congress has refrained 
from telling us how much. We must spell 
out from conflicting indications of con- 
gressional will the area in which state ac- 
tion is still permissible.””* It is interesting 
to note that this Taft-Hartley Act which 
restricts labor somewhat on the national 
scene has served to ward off the postwar 
attempts of state legislatures to restrict 
labor. 


i paemiper a arbitration may still be 
valid where the enforcement is ap- 
plied through state seizure and operation 
by the state of the public utilities, making 
the workers become public employees who 
may not strike against the government, 
though they may quit as individuals. 
Opinions as to the effectiveness of com- 
pulsory arbitration are very plentiful, but 
objective accounts of this technique of 
handling disputes are correspondingly 
lacking. Reports of arbitration in other 
nations are generally unfavorable, while 
opinion is divided as to the results of the 
Kansas Industrial Court experiment in the 
1920’s. In 1947 the threat of compulsory 
arbitration averted a telephone strike in 
Indiana and Virginia,’ but in New Jersey 
the union struck despite a hastily passed 
law providing for compulsory arbitration. 
The union knew the state could not jail 
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Required Mediation 


C6 i. 4 effective approach to the problem of public utility disputes, par- 

ticularly of a local rather than interstate nature, would be that of 
required mediation. We do not wish to be too specific here, but, briefly, the 
state legislature should create a three-member independent board of media- 
tion with a staff of experienced and highly qualified professional mediators. 
Parties to public utility labor disputes should be required to notify the board 
of mediation of impending changes in contracts and impending strikes and 
lockouts. Strikes and lockouts should be prohibited, by injunction tf neces- 
sary, during a 60-day period, during which time the board of mediation 

actively seeks to mediate the dispute.” 








the entire membership. In Missouri a 
three-day transit strike was ended when 
the state filed suit against a striking union 
for $30,000, the fine for striking against 
an arbitration board decision.® 


[ is usually more difficult to find support 
for a restrictive-type measure such as 
compulsory arbitration than it is to en- 
counter criticism of restraints. But in 1946 
the United States Independent Telephone 
Association came out in support of legis- 
lation to outlaw public utility strikes and 
to provide for compulsory arbitration. 
During a serious power industry strike in 


Pittsburgh in 1946 newspapers through- 
out the nation cited a need for compulsory 
arbitration in public utilities.° And it has 
been suggested that state public utility 
commissioners should serve as arbitrators 
of disputes in public utilities.” 

But would public utility commissioners 
be impartial? This writer thinks not. Since 
these commissioners are concerned largely 
with protecting the public interest while 
permitting a fair return to the utility in- 
vestor, the commissioners are primarily 
concerned with the rates which are cer- 
tainly affected by labor costs. So a union’s 
plea for a wage increase might fall upon 


APRIL 24, 1958 








very unsympathetic ears. On the other 
hand, it could be argued that since rates 
and wages are related it would only be 
realistic to locate the determination of 
both within one agency. In such a situa- 
tion government control of public utilities 
would be reaching the maximum short of 
public ownership. 


Liber arguments against compulsory 
arbitration can be placed into three 


categories. First, there are those who 
maintain that this method is not needed, 
if it can be proved that a strike or lockout 
in a public utility is not significantly more 
harmful to public health and welfare than 
labor disputes are elsewhere. Often, 
though not always, the parties to a public 
utility labor dispute exercise self-restraint 
and attempt to maintain some service. 

A second contention is that compulsory 
arbitration does not prevent strikes or re- 
sult in industrial peace. The United States 
Supreme Court noted that “the prospect 
of settlement by arbitration may tend to 
make one or both parties reluctant to reach 
an agreement by bargaining.’’” It is the 
right to strike that keeps parties negoti- 
ating, because it is the parties that are the 
primary victims of a strike or lockout. 

A third position is that compulsory 
arbitration unjustifiably restricts the 
freedom of management and labor to bar- 


gain collectively. It has been stated that - 


compulsory arbitration is not in conform- 
ance with national ideals, that it abrogates 
management’s rights and responsibilities, 
that it is not compatible with the free en- 
terprise system, and that it will not work 
in a country with a strong tradition of 
democracy. Also, it is argued that com- 
pulsory arbitration may lead to govern- 
ment control not only of wages, but also 
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of prices. The denial of the right to strike 
would result in inequality of bargaining 
power, it is claimed, for labor’s equality 
with the employer at the conference table 
lies in its ability to organize and its right 
to strike. 

This writer feels that state compulsory 
arbitration statutes have many serious de- 
ficiencies that are not sufficiently counter- 
balanced by possible achievements. 


Seizure of Public Utilities 


B seizure we mean the act in which the 

state government seizes and operates 
public utilities when a strike or lockout is 
an immediate possibility or is already 
under way. Under state operation strikes 
in public utilities are prohibited because 
the workers become public employees who 
may not strike against the government. 
Management normally continues to direct 
operations, and working conditions and 
wages remain frozen until a settlement of 
the dispute is reached. In most states now 
authorizing seizure of public utilities this 
seizure is a last resort when mediation, ar- 
bitration, and other attempts at settlement 
have failed. An example of this method is 
a Massachusetts statute permitting the 
governor to seize all or part of the public 
utilities affected by the dispute when at- 
tempts at arbitration have failed. During 
state operation strikes and lockouts are 
prohibited and prior conditions of em- 
ployment are maintained unless the arbi- 
tration board’s recommendations are de- 
clared to be effective.” 

Seizure has been successful in prevent- 
ing work stoppages in public utilities in 
Virginia and Missouri, but was a notable 
failure in New Jersey where the unions 
struck in defiance of state seizure.’* It is 
difficult to measure the extent to which 
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the threat of seizure has encouraged the 
parties to a dispute to reach an agreement, 
or, on the other hand, in what manner it 
has hindered genuine collective bargain- 


ing. 


[’ has been pointed out that seizure is ef- 
fective because it places an economic 
penalty for a work stoppage on employers 
in the form of a loss of part of the profits, 
though a utility that is not earning profits, 
which is true of some transit companies 
today, has little to lose from seizure. As 
for a check upon the seizure power, it may 
be argued that the necessity for seizure 
may be contested in the courts. Sometimes 
seizure has been attacked as unfair to 
labor, for management usually remains in 
control of operations, and working condi- 
tions and wages remain the same during 
seizure, 

It appears that the seizure by the state 
government of public utilities for certain 
purposes and under certain circumstances 
is not unconstitutional. And the governor 
may even seize public utilities under his 
power as commander in chief without 
prior legislative authorization.”” While the 
courts might not view seizure as an emi- 
nent domain measure, it has been claimed 
that it might be justified as a valid exercise 
of police power since continued operation 
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of public utilities is closely related to pub- 
lic health, safety, and welfare. Whether 
the courts would hold that seizure in- 
fringed upon the constitutional rights of 
employees or employers under the Four- 
teenth Amendment due process clause 
would depend upon the extent to which 
the public interest is threatened by the 
dispute.*® 


S he Missouri supreme court in 1951 
upheld legislation that authorized the 
governor to seize and operate public utili- 
ties with a strike ban in effect.’7 And in 
1955 the governor of Missouri seized the 
public transportation system in St. Louis 
when a strike threatened. When the union 
objected to this action a state circuit court 
held that it is within the discretion of the 
legislature to determine that strikes in pub- 
lic utilities require intervention by the 
governor. The court pointed out that the 
Missouri statute differed from the Wis- 
consin law, which was held unconstitu- 
tional by the United States Supreme 
Court, because the Missouri act is clearly 
intended for emergencies; it does not for- 
bid strikes until the state takes over the 
public utility; and it includes no com- 
pulsory arbitration.” 
This writer believes that state legisla- 
tion providing for the seizure of public 


“Union leaders have objected to compulsory ‘cooling-off 
periods’ on the ground that the workers must continue to work 
at ‘unjust’ rates, while management has nothing to lose during 


this period. Also, it has been pointed out that a ‘cooling-off 
period’ dissipates the pressure to reach a settlement generated 
by an imminent strike. Thus, collective bargaining is said to 
reach a standstill during this period, and it may be even more 
difficult to reach a settlement when bitterness has had a chance 


to grow.” 
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utilities in the event of a threatened work 
stoppage is not desirable. However, the 
possibility of special seizure legislation to 
deal with a particular emergency situation 
should not be ruled out. 


Other Approaches 


A NUMBER of states have laws pro- 
hibiting strikes in public utilities dur- 
ing the mediation, arbitration, and seizure 
proceedings discussed above. But should 
states impose an outright prohibition of 
strikes? At present no state has such a ban. 
A strike ban is not possible today because 
the Taft-Hartley Act prevents all outright 
antistrike state laws. A strike ban would 
have other serious drawbacks. The threat 
to strike is an essential. part of negotia- 
tions, and the denial of the right to strike 
would result in the inequality of bargain- 
ing power. The possibility of a strike is an 
incentive to both labor and management 
to get together on a settlement of a dispute. 

Another approach to the handling of 
public utility labor disputes is to require 
unions and management to undertake 
some collective bargaining procedures. 
Here the state does not force a settlement, 
but it requires that the parties make an ef- 
fort to settle their dispute. The most com- 
mon examples of this are the requirements 
of a strike notice and a “cooling-off 
period.” A strike notice must be given 
to the state government in Colorado, 
Georgia, Michigan, New Jersey, Min- 
nesota, Virginia, and Wisconsin.” In 
Florida, Hawaii, Indiana, Massachusetts, 
Michigan, Minnesota, and Pennsylvania 


there is a required “cooling-off period’”’ 


during which the parties to a dispute must 
meet with each other and with state media- 
tors in an attempt to settle the dispute.” 
Another collective bargaining require- 
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ment is a strike vote such as that held in 
Pennsylvania by the State Labor Rela- 
tions Board after mediation has failed. 
Here, if the workers accept the employer’s 
offer it becomes effective; otherwise, the 
dispute goes to arbitration.” 


HE chief constitutional limitation 

upon requiring collective bargaining 
procedures is that the prohibition of strikes 
during “cooling-off periods” may conflict 
with the right to strike guaranteed by fed- 
eral legislation. There is some belief that 
state laws regulating public utility labor 
relations would be sustained by the courts 
if they followed the pattern of the national 
emergency section of the federal act. For 
example, in a local public utility dispute a 
60-day injunction similar to that on the 
national level prescribed by the Taft- 
Hartley Act could be obtained to prevent 
a strike for a limited period of time de- 
voted to mediation. But even where state 
legislation appears to conform with the 
Taft-Hartley Act it might be ruled un- 
constitutional, for in the Wisconsin de- 
cision the United States Supreme Court 
ruled that Congress in the Taft-Hartley 
Act guaranteed the right to strike and pre- 
empted this field of labor relations so as 
to close it to state regulation.” In 1955 a 
United States district court declared that 
a Michigan public utility strike ban dur- 
ing hearings before a commission was in 
conflict with federal statutes.” 

Simply requiring parties to a dispute to 
meet and go through the motions of col- 
lective bargaining does not prevent inter- 
ruption of public utility services. There is 
hope, of course, that when the parties are 
forced to delay their economic warfare 
for a while they may reach a peaceful set- 
tlement. This hope may be advanced if the 
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A Good Spot for Laissez Faire 


Cé NE possible attitude toward public utility labor disputes is for the 

government to purposely adopt a ‘hands-off’ philosophy. The argu- 
ments in favor of the LAISSEZ-FAIRE approach are based upon past failures 
and deficiencies of government intervention. For example, intervention 
may strengthen the weaker party, and it certainly may bring collective bar- 
gaining to a standstill when government decisions replace the strike. It has 
been suggested that the state legislature should go no further than a resolu- 
tion expressing confidence in collective bargaining and in the awareness of 

both parties of the public welfare.” 








state provides qualified mediators who 
have the respect of both parties. 


NION leaders have objected to com- 
pulsory “‘cooling-off periods” on the 
ground that the workers must continue 
to work at “unjust” rates, while manage- 
ment has nothing to lose during this 
period. Also, it has been pointed out that 
a “cooling-off period” dissipates the pres- 
sure to reach a settlement generated by an 
imminent strike.2* Thus, collective bar- 
gaining is said to reach a standstill during 
this period, and it may be even more diffi- 
cult to reach a settlement when bitterness 
has had a chance to grow. 
Another charge made by union leaders 
is that the secret vote on the employer’s 


last offer favors management; it may 
divide union leaders from their members. 
Some representatives of management have 
not been too enthusiastic about the strike 
vote because it has proved impractical to 
operate in some cases. It may even help 
to consolidate the union members behind 
their leaders.* 

This writer believes that a “cooling-off 
period” is satisfactory only when accom- 
panied by high-quality state mediation ma- 
chinery. Delay for the sake of delay can 
do more harm than good. And if media- 
tion proceedings are to be effectively em- 
ployed it is necessary that the parties be 
required to notify the state of an impend- 
ing strike or lockout. 

Forty-two states use a voluntary ap- 


APRIL 24, 1958 





PUBLIC UTILITIES FORTNIGHTLY 


proach through laws providing mediation 
and arbitration facilities, available in vary- 
ing degrees to parties in labor disputes 
upon request. It has been suggested that 
management and labor should be encour- 
aged to fashion contracts agreeing to sub- 
mit their disputes to arbitration, the arbi- 
trators coming from private agencies, state 
agencies, or from the list of private arbi- 
trators suggested by the Federal Mediation 
and Conciliation Service. This voluntary 
approach is an ideal toward which respon- 
sible elements of labor and management 
are working. But obviously this method 
has not yet been entirely successful or 
there would be no purpose to a search for 
alternatives. 


Ov possible attitude toward public 
utility labor disputes is for the gov- 
ernment to purposely adopt a “hands-off” 
philosophy. The arguments in favor of the 
laissez-faire approach are based upon past 
failures and deficiencies of government in- 
tervention. 

For example, intervention may 
strengthen the weaker party, and it cer- 
tainly may bring collective bargaining to 
a standstill when government decisions re- 
place the strike. It has been suggested that 
the state legislature should go no further 
than a resolution expressing confidence in 
collective bargaining and in the awareness 
of both parties of the public welfare.” 

Actually, this hands-off approach to 
public utility labor disputes is very difficult 
to carry out. Governments cannot permit 
serious disruptions of public utility serv- 
ices to run their course in complete dis- 
regard of public interest, for it is a basic 
purpose of government to provide order 
and protect the community. And certain- 
ly it is impossible for elective officials to 
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ignore a public demand to “do something” 
when that public is undergoing inconven- 
iences and real or imaginary hardships. 


Some Principles for Public Utility Labor 
Legislation 


IX line with the facts, interpretation, and 

observations made above, pyblic util- 
ity labor legislation should be consistent 
with the following principles: 


1. Public utility legislation should as 
far as possible promote rather than re- 
strict free collective bargaining. Col- 
lective bargaining rather than compul- 
sion is consistent with our democratic 
ideals. 

2. A middle road must be found be- 
tween the public interest and freedom 
for the parties in a labor dispute. The 
concept of democracy implies freedom 
for the parties to a dispute, so a com- 
munity should be willing to undergo 
some inconveniences in line with this 
conception. However, the ideal of de- 
mocracy also is opposed to dictation by 
a small group to the larger community, 
so unions and management must expect 
some restrictions upon their activities 
in public utility labor disputes. 

3. Legislation must be practical. That 
is, it should promote rather than im- 
pede good labor relations; it should re- 
sult in workable and lasting, rather than 
temporary, settlements of disputes; it 
should solve problems swiftly and with 
as little friction as possible; and, it 
should provide procedures which are 
reasonably acceptable to both labor and 
management. 

4. Legislation should avoid possible 
constitutional restrictions as much as 
can be estimated. 
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Rejected Approaches to Public Utility 
Labor Disputes 


eens to these principles would lead 
this writer to reject the following dis- 
putes-settlement procedures : 


1. Compulsory Arbitration. This 
method is not desirable because it is of 
doubtful constitutionality, restricts the 
freedom of the parties to the disputes, 
may result in unfair, unworkable, and 
temporary settlements, is not generally 
acceptable to labor and management, 
may discourage the reaching of volun- 
tary agreements through collective bar- 
gaining, and extends government con- 
trols over the economy. 


2. Seizure. This method at times may 
not be upheld by the courts. It reduces 
severely the freedom of the parties to 
the dispute and yet it does not always 
prevent work stoppages. Also, this pro- 
cedure may result in only temporary 
solutions, may result in injustices for 
one or both parties, may impede the 
reaching of voluntary agreements 
through collective bargaining, and it is 
not generally acceptable to labor and 
management. 


3. Prohibition of Strikes. State legis- 


q 


3 


lation completely forbidding strikes and 
lockouts in public utilities is not at pres- 
ent considered to be constitutional in 
light of federal “right-to-strike” legis- 
lation in this area, and the loss of the 
right to strike would result in inequality 
of bargaining power for labor. Also, 
the possibility of a strike is a tre 
mendous incentive to both parties to set- 
tle disputes. 

4. Required Collective Bargaining 
Procedures. “Cooling-off periods,” un- 
less accompanied by mediation, only 
promote delay for the sake of delay and 
may result in increased bitterness be- 
tween the parties. Both the “cooling-off 
period” and the secret strike vote are op- 
posed by and are to some extent unfair 
to labor. 

5. Voluntary Machinery. Labor and 
management have refrained from 
voluntary use of state mediation and 
arbitration procedures. A more positive 
role for government in public utility 
labor disputes settlement is needed, for 
a function of government is to maintain 
order and protect the community. 

6. The Laissez-faire Approach. The 
community expects and demands that 
the state government “do something” 


“MEDIATION, particularly when successful, is not a spectacular, 
newsworthy process. Examples on the debit side in evaluating 
mediation are easy to find. Clearly a weakness of mediation ts 


that while the parties to the dispute are required to submit to 
mediation, they are not compelled by law to reach an agreement, 
though public opinion and political pressures may drive the 
parties into a settlement. Mediation is more acceptable to both 
labor and management than is compulsory arbitration, for 
mediation is merely an aid or a supplement to collective bar- 
gaining rather than a substitute for negotiations between com- 


pany and union.” 
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when it suffers inconveniences and 
hardships from the interruption of pub- 
lic utility services. In a really serious 
emergency this approach is not practical 
from the standpoint of economics, 
health, safety, and, certainly, politics. 


A Proposal 


AS effective approach to the problem of 
public utility disputes, particularly 
of a local rather than interstate nature, 
would be that of required mediation. We 
do not wish to be too specific here, but, 
briefly, the state legislature should create 
a three-member independent board of 
mediation with a staff of experienced and 
highly qualified professional mediators. 
Parties to public utility labor disputes 
should be required to notify the board of 
mediation of impending changes in con- 
tracts and impending strikes and lockouts. 
Strikes and lockouts should be pro- 
hibited, by injunction if necessary, during 
a 60-day period, during which time the 
board of mediation actively seeks to medi- 
ate the dispute. At the end of this period 
the board should make known to the gov- 
ernor and to the public the positions of 
both parties to a dispute. Finally, the board 
of mediation should co-operate with the 
Federal Mediation and Conciliation Serv- 
ice in defining jurisdiction. 


Evaluation of Proposal 


ipo disadvantages of this type of leg- 
islation are that, first, it would not 
abolish the possibility of strikes or lock- 
outs in public utilities; second, expéri- 
enced and highly qualified mediators who 
can earn the confidence of both labor and 


management are not readily available; 
third, the 60-day period of mediation de- 
laying the work stoppage may only result 
in increased bitterness between the parties 
to the dispute; fourth, the 60-day no- 
strike ban depriving labor of its chief 
weapon may be unfair to labor because 
the union’s expected gains from a settle- 
ment might be delayed for at least sixty 
days; fifth, state jurisdiction would be 
confined to primarily intrastate public 
utility disputes, leaving the handling of 
other disputes to the discretion of the fed- 
eral government ; and, sixth, the no-strike 
ban, though conforming to the Taft-Hart- 
ley Act, conceivably might be held to be 
unconstitutional through its conflict with 
federal laws pre-empting this field. 


HE advantages of this type of legisla- 

tion are that, first, it encourages free 
collective bargaining; second, it promotes 
responsibility on the part of both parties; 
third, public reports of mediation efforts 
tend to consolidate public opinion so as to 
pressure both parties into a settlement; 
fourth, the organization of the mediation 
machinery should promote the confidence 
of labor and management in the mediation 
technique; fifth, mediation machinery 
creates a method for negotiators to reach 
a settlement and yet “save face” when de- 
fending their agreement ; sixth, this legis- 
lation conforms to the Taft-Hartley Act 
and avoids the compulsion objected to by 
the courts ; and, finally, by locating media- 
tion procedures in an independent agency 
designed for that one purpose mediation 
is more likely to be effectively pursued than 
when it is only one of many functions as- 
signed to some multipurpose state agency. 
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CCYN these days when security has replaced freedom, when a 

I planned life pattern takes the place of initiative, and when 
government subsidies or payments are regarded as far more desir- 
able than hard-earned dollars, any voice raised in opposition is cried 
down as the vapid mouthings of a weakling or the traitorous out- 
pourings of someone eager for power. Here are some examples of 
an opposing voice: 

“You cannot bring about prosperity by discouraging thrift. 

“You cannot strengthen the weak by weakening the strong. 

“You cannot help strong men by tearing down big men. 

“You cannot help the wage earner by pulling down the wage 
payer. 

“You cannot further the brotherhood of man by encouraging class 
hatred. 

“You cannot help the poor by destroying the rich. 

“You cannot establish sound security on borrowed money. 

“You cannot keep out of trouble by spending more than you earn. 

“You cannot build character and courage by taking away man’s 
initiative and independence. 

“You cannot help men permanently by doing for them what they 
could, and should, do for themselves. 

“Who was the weakling who mouthed those sayings? Abraham 
Lincoln, one of the most beloved Presidents who ever sat in the 
White House... .” 

—Excerpt from The Spokesman-Review. 
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Measuring the Yardsticks 


The Tennessee Valley Authority this year celebrates its twenty- 
fifth birthday. It is now a quarter of a century since it was hailed 
by the late President Franklin D. Roosevelt as a “yardstick” — 
presumably for the measurement of electric rates and electric utility 
operations in other areas of the country. What has happened to this 
yardstick concept? What are the other standards and qualifications 
besides electric power rates by which TVA performance can be 
judged today? 


By JOHN C. MELLETT* 


T being now a quarter of a century 
since the celebrated original yardstick 
was laid down in the area drained by 

the Tennessee river and its tributaries, a 
look at some of the measurements may be 
in order. There seems to be a rather gen- 
eral understanding that, as a gauge of the 
reasonableness of electric power rates, 
the yardstick was a phony because it was 
carefully laid away from capital costs, in- 
cluding interest and repayment, and to 
one side from the tidy, fat item of taxes. 
Study of the secondary, sympathetic 
motive for the yardstick, which was the 
making of a new paradise in the south 
land, now reveals that the program can 
hardly be said to have been realized. The 

*The author for the last ten years has been a mem- 


ber of the Indiana Flood Control and Water Re- 
sources Commission. 
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U. S. Bureau of the Census lays down 
yardsticks of many kinds. Some of its 
measurements, if they are scrutinized 
carefully, are bound to make the south 
land wonder whether, after all, somebody 
has been doing some fantastic and expen- 
sive kidding! 


PopuLaTION of the United States 

* increased 35 per cent between 1929 
and 1955. That may be accepted as a 
normal, healthy growth, or, it may mere- 
ly be accepted for comparative purposes. 
At any rate, Tennessee’s increase was 31 
per cent; and Kentucky’s, only 15 per 
cent—less than half. What of the Pacific 
coast region, the second yardstuck area? 
California grew, 134 per cent; Oregon, 
78 per cent; and Washington, 68 per 
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cent. Obviously, as will be seen in further 
contrasts, the original yardstick does not 
appear to work consistently! 


? TRUE, personal income rose sharply 
* in the subsidizing period. Per capita 
in the United States, it increased 3.5 
times—the same in Kentucky; 4.4 times 
in Tennessee and Washington; 4.7 times 
in Oregon, and 5.3 times in California! 
Is that good? Well, in 1929, Kentucky’s 
per capita personal income was 55, against 
the national figure of 100, and in 1955 
had climbed only to 68; Tennessee has 
edged up from 52 to 59! Oregon eased up 
from 99 to 100, and Washington boomed 
from 105 to 110. California, poor thing, 
shrank from 143 to 123! 

In terms of total income, Kentucky 
people in 1929 took in 1.19 per cent of 
the total national accrual, and in 1955 re- 
ceived 1.23 per cent. Tennessee “im- 
proved” from 1.15 per cent to 1.41 per 
cent. 

Oregon moved up from three-quar- 
ters of 1 per cent to 1.01 per cent, and 
Washington, from 1.36 per cent to 1.66 
per cent. California busted ahead at a 
great rate, or, from 6.42 per cent up to 
10.02 per cent of the total national in- 
come! (Noteworthy losers, in case you 
are interested: New England dropped 
from 8.32 per cent to 6.59 per cent; New 
York, from 16.47 per cent to 11.96 per 
cent; and Pennsylvania, from 8.79 per 
cent to 6.79 per cent.) 


3 Now, the yardstickers did not lay 
* down their yardstick once and then 
forget about it. They kept right on going, 
partly of their own accord and partly, of 
course, by reason of congressional urging, 
it being felt still that good was being done. 


So, while in 1929 government contributed 
(out of taxes) 7 per cent of the total, na- 
tional personal income (a shade over $6 
billion) by 1955 it was paying out almost 
$52 billion, or 16.8 per cent, of all the 
wage-salary item! 

As against that 16.8 per cent, it may be 
noted that Connecticut people, with 11.2 
per cent of their income from government, 
and Delaware, at 11.6 per cent, were 
“helped” least; and Indiana and Ohio, 
among others, were down the list. But of 
the yardstuck states, only Oregon got along 
with a lesser pay check than the govern- 
ment average for the whole country, re- 
ceiving 16.2 per cent. The others? Ken- 
tucky got 20.7 per cent; Tennessee, 18.4 
per cent; California, 19.2 per cent; and 
Washington, 22.6 per cent of its personal 
income from the government, meaning, 
of course, the taxpayers! Lest the cor- 
rective might lie in bringing all the states 
up to Washington, instead of down to 
Connecticut, it would be well, perhaps, to 
keep quiet about these apparent dispari- 
ties! 


FILt1nG bottom lands with water 

® was once deemed a smart idea. Now, 

it appears to be decidedly questionable 
practice. In 1929, the national figure for 
personal income from farms was 11 per 
cent of the total. In 1955, farm income 
was up, to 14.7 per cent. But it shrank or 
dwindled in Kentucky from 25.8 per cent 
to 8.5 per cent; in Tennessee, from 23.2 
per cent to 7.4 per cent; in California, 
from 10.3 to 4.8 per cent; in Oregon, 
from 14.6 per cent; and in Washington, 
from 13.2 per cent down to 5.6 per cent. 
In other states, too, there were shrinkages 
in the farm income percentage of the 
whole; and, of course, in still others, in- 
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“Ir being now a quarter of a century since the celebrated 
original yardstick was laid down in the area drained by the 
Tennessee river and its tributaries, a look at some of the 
measurements may be in order. There seems to be a rather gen- 
eral understanding that, as a gauge of the reasonableness of 
electric power rates, the yardstick was a phony because it was 
carefully laid away from capital costs, including interest and 
repayment, and to one side from the tidy, fat item of taxes. , 
Study of the secondary, sympathetic motive for the yardstick, 
which was the making of a new paradise in the south land, now 
reveals that the program can hardly be said to have been 


realized.” 


creases. Flood control, so-called, is not, of 

course, the whole explanation. 

. INCREASING industrial activity in the 
© yardstuck states, along with greater 

government “help,” tended to push down 

the relative income figures for farm oper- 

ation. 

But manufacturing is still a long, 
long way from its fancied (in Washing- 
ton) goal! Industrial production, per cap- 
ita, using the Census “value added” data, 
rose nationally between 1947 and 1954, 
56.7 per cent or to $773. Kentucky was 
able to make no percentage or dollar gain 
in that period—was yardstuck, at $410 
per capita. Tennessee outgained the na- 
tion percentagewise, and got up to $500 
per capita. California’s 117 per cent im- 
provement lifted its figure to $380 per 
capita; while Oregon improved 52 per 
cent to $674, and Washington, 81.9 per 
cent to $688 per capita. And the national 
figure, repeating, was $773 per capita 
from manufacturing. j 


6 ANOTHER look at the agriculture 
® side of the picture reveals an odd 
aftereffect of “flood controlling.” The 
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average value of farm land in the United 
States, based on reports of farm owners 
to the Census Bureau in 1954, was $84.37. 
Of the nation’s breadbasket states, Indi- 
ana’s $194.45 was fairly typical. For 
Kentucky and Tennessee, minus much of 
their old river bottom land, the figures 
were just over $91. Oregon’s figure was 
only $76.02, but Washington’s was $121.- 
52, and California’s—hold your hat— 
was $224.99! Question here might be, 
which of these states should Washington 
“help” with more $500-an-acre irrigation 
projects? 


7 But perhaps, after all, the efficacy of 
® such subsidizing help may in all fair- 
ness be questioned. After twenty years of 
it, or, in 1951, the national average per 
capita payment to the Internal Revenue 
Bureau was $336. The yardstuck states 
were whacking up to Uncle Sam that 
year, as follows: California, at $340 a 
head; Washington, $254; Oregon, $243; 
Kentucky, $133; and Tennessee, $125. 
They all, except possibly California, prob- 
ably wish they could do better, and the 
rest of us are bound to join them in that 


hope. 
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8 THE Statistical Abstract of the Unit- 
© ed States (1957) and the Engineer- 
ing News-Record (February 13, 1958) 
have some standing in the field of statis- 
tical measurements. According to their 
computations, the yardstuck areas are not 
attracting the industry that was expected 
to rush in with the advent of so-called 
“cheap” power. (They forgot, or did not 


> 


INDUSTRIAL CONSTRUCTION CON- 
TRACTS LET, 1956-57, IN 15 TOP STATES 


State Total Per Capita* 
i $921,678,000 
000 


West Virginia 
New Jersey 


68,557,000 


_ *Computations against 1956 Census population es- 

timates, by Indiana Department of Commerce. 
Source, Statistical Abstract of the United States, 

1957. Engineering News-Record, February 13, 1958. 


know, that electric power ts cheap for in- 
dustry, almost everywhere! Meaning, of 
course, only about 1.5 per cent of total 
operating cost, on the average. And they 
overlooked the many other factors that 
really do attract industry.) 

At any rate, only California is listed 
among the first fifteen states on the score 
of contracts for new industrial construc- 
tion awarded in 1956 and 1957! And Cal- 
ifornia is a poor tenth among the fifteen, 
at $47 per capita. Indiana leads, at $201 
per capita, with West Virginia second, at 
$122; and Ohio third, at $101. 

Beyond these things, there is no harm 
in wondering whether it will ever occur 
to people in subsidized areas that the path 
to the U. S. Treasury just might not be 
the right road to prosperity. Study of 
this little venture in yardsticking may 
suggest that exploration of other paths 
could be worth while. 

At the risk of being accused of waving 
a bloody shirt, one might urge a look- 
around, because, really, we should all be 
waving a red-white-and-blue one! 





6¢’ ee meaning of our word ‘America’ flows from —— 


source. Within the soul of America is freedom of mi: 


and 


Spirit in man. Here alone are the open windows through which pours 


the light of the human spirit. 


“Here alone is human dignity not a dream but an accomplish- 
ment. Perhaps it is not perfect but it is more full in realization here 
than any other place in the world. 

“There are today fuzzy-minded people in our country who scoff 
at these meanings of the word America. They never have under- 
stood and never will understand what the word means. 

“They explain that our qualities were good while there was a con- 


tinent to conquer and a nation to build. They say that time has passed 
and we have become soft. No doubt the land frontier has passed. 
But the frontiers of science and better understanding of human 
welfare are steadily opening. 

“This new frontier with all its high promise cannot and will not 
be conquered except by men and women inspired from these con- 
cepts of free spirit and free mind.” 

—HErBerT Hoover, 
Former President of the United States. 
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REA Favored Again 


HE House Appropriations Commit- 
tee made short shrift of the adminis- 
tration’s plan for obtaining REA loan 
funds in part from private sources at non- 
subsidized interest rates. The action of 
the committee was almost to ignore that 
part of the administration’s program. 
President Eisenhower, in his Budget mes- 
sage, had recommended $150 million in 
new federal lending authority for REA 
electric loans, and suggested legislation 
that would permit another $150 million 
to be obtained for such loans from the sale 
of bonds and debentures to private in- 
vestors. The committee, however, recom- 
mended $300 million outright in new fed- 
eral lending authority for electric loans. 
It also recommended $60 million for new 
telephone loans, $4 million more than re- 
quested by the President. A contingency 
fund of $25 million for each program is 
also included in the committee’s bill. 
The House Appropriations Committee 
report criticized the administration’s pro- 
posals for changing the present REA loan 
setup. The report said such legislation was 
only a remote possibility, adding that the 
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Washington and 


the Utilittes 


ma ‘committee was strongly opposed to any 
*“ changes in the present 2 per cent interest 


rate on REA loans. In addition, said the 
report, the first lien the federal govern- 
ment now has on assets of REA co-ops 
could wind up in the hands of private 
purchasers of bonds and debentures sold 
by REA, resulting in a total loss of these 
assets to the government. 

The cool reaction to the administra- 
tion’s presentation to Congress of its pro- 
posals for private (REA loan) financing 
was a clear warning that Congress is in no 
mood to change the present REA setup. 
Agriculture officials did go, however, be- 
fore a Senate Appropriations subcommit- 
tee to urge passage of such legislation. 
This program would set up an REA re- 
volving fund made up of proceeds from 
the sale of bonds or debentures to private 
investors. Such a fund, said REA Ad- 
ministrator Hamil, would enable REA to 
meet anticipated demands of $325 million 
in electric loans next year, nearly half of 
which would come from the proposed 
fund. The fund would also provide an ad- 
ditional $40 million over and above 
budget requests for telephone loans. 
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NCIDENTALLY, the demands for rural 

electric power in the next generation 
are expected to exceed by far the $3.5 
billion already loaned by REA during the 
twenty-two years of its operations, ac- 
cording to Kenneth L. Scott, director of 
Agricultural Credit Services. Unless pres- 
ent sources of capital are broadened, he 
stated, the money will have to come from 
annual appropriations. Hamil said failure 
to pass the legislation proposed by Presi- 
dent Eisenhower in his Budget message 
would mean that REA must have an ad- 
ditional $150 million for electric loans and 
$40 million for telephone loans for the 
next fiscal year to meet anticipated de- 
mands. 

What would so-called self-sustaining 
REA interest rates cost? Interest rates 
to REA co-ops on loans from private 
sources are estimated in the order of 
about 34 per cent, as compared to the 
2 per cent interest rate now charged on 
federal loans. It was this feature of the 
administration’s plan that attracted the 
most criticism from co-ops and their sup- 
porters in Congress. Clyde T. Ellis, gen- 
eral manager of the National Rural Elec- 
tric Co-operative Association, denounced 
the plan as “an outright fake and a fraud,” 
designed to kill REA. Ellis also criticized 
the President’s antirecession announce- 
ment made last month, calling for a 
speed-up in co-op construction projects 
already approved by REA. Instead, Ellis 
said, the President should lift a “stop 
order” holding up construction of genera- 
tion and transmission systems. He men- 
tioned several specific REA loans of this 
kind which he said are being held up. 

Over the long haul, there is some senti- 
ment in Congress for a detailed study of 
the entire REA program before enacting 
any new legislation. So far, no hearings 
have been scheduled on special bills de- 
signed to boost interest rates on REA 
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loans to correspond to the rate paid by the 
Treasury. The same fate seemed certain 
to greet the administration’s private fi- 
nancing scheme. In addition to the favored 
position of REA in Congress, the ad- 
ministration’s proposals seem to fly in the 
face of antirecession programs designed 
to provide cheap money and stimulate 
construction. 


> 


Snake River Agitation 


— of a high federal dam at 
Hell’s Canyon are still working on 
last-ditch strategy they plan to follow in 
the likely event a pending bill authorizing 
its construction is defeated in the House 
Interior Committee. The committee is 
scheduled to vote on the Senate-passed 
federal dam bill (S 555) on June 2nd. 
If it is not defeated (as expected), it is 
almost certain to be vetoed. Then its ad- 
vocates will propose (presumably in a 
new and separate bill) federal construc- 
tion of a low dam at Hell’s Canyon with a 
sufficient foundation to build to full height 
at a later date. 

Such a dam would flood out the Brown- 
lee dam of the Idaho Power Company, 
which will be in operation this year. 
Under this plan, Idaho Power would 
doubtless be reimbursed for the loss by 
revenues from the high federal dam. Such 
is the rather farfetched program, re- 
garded in many quarters as an indication 
that the government power bloc is con- 
vinced itself that a high federal dam 
at Hell’s Canyon is a dead project, if not 
a dead issue for political purposes. 

Meanwhile, a record force of 3,000 men 
is now working on Idaho Power Com- 
pany’s Brownlee-Oxbow hydroelectric 
development on the Snake river. Employ- 
ment was expected to go above that by 
April 1st. The construction work makes 


APRIL 24, 1958 













PUBLIC UTILITIES FORTNIGHTLY 


this big hydro job the largest employer 
in the Snake river valley. Work on most 
phases of the big Hell’s Canyon develop- 
ment is being pushed around the clock on 
a 7-day-week basis. Much of the work is 
concentrated on Brownlee dam, first of 
the three hydro projects licensed by the 
FPC for construction by the Idaho Power 
Company in the Hell’s Canyon area. 
Brownlee’s first generating unit is ex- 
pected to go “on the line” by next August 
and all four units by the end of the year 
(initial capacity of 360,000 kilowatts). 


) owe Idaho Power Company has been 
given the green light by the FPC to 
issue $20 million in securities to finance 
construction of its Snake river projects. 
The FPC overruled an action of Oregon 
Public Utility Commissioner Howard 
Morgan, who early last month denied the 
company’s application to issue the securi- 
ties. Morgan based his action on a de- 
cision by the Oregon Water Resources 
Board protesting construction of the com- 
pany’s projects in Hell’s Canyon on the 
Snake until a study of the river can be 
completed. The issuance and sale of the 
new securities are conditioned on future 
approval by the FPC of the interest rate 
and price. 

Pacific Northwest Power Company has 
filed with the FPC a new proposal for a 
high dam at the Mountain Sheep site on 
the Snake river in Idaho. The company, 


a combination of four private utilities, - 


was recently denied permission to con- 
struct a two-dam project on the Snake at 
Pleasant Valley and Mountain Sheep. 
Under the new proposal, the company 
would construct a 670-foot dam—120 feet 
higher than Grand Coulee—which would 
form a reservoir extending 58 miles to 
Hell’s Canyon. The company said it could 
put the dam in operation in four years if 
approved by the FPC. 
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Relocation Change Fails 


B« the narrow margin of 47 to 38 the 
Senate failed to write into the federal 
highway construction bill a proposed 
change in the present law regarding the 
reimbursement to public utilities for the 
relocation of facilities. As it stands at this 
writing, the legislation leaves, practically 
undisturbed the reimbursement language 
of the Federal-Aid Highway Act of 1956 
permitting those states whose laws pro- 
vide for reimbursement to use federal 
funds to pay 90 per cent of the cost of 
relocation. A Senate Public Works Com- 
mittee recommendation that utility reim- 
bursement be limited to 70 per cent of the 
cost and only if state law required reim- 
bursement, was deleted from the bill on 
the Senate floor. The House, which had 
previously passed a highway authoriza- 
tion bill, made no changes in the utility 
reimbursement section of the 1956 act. 
An attempt failed to delay final passage 
for other reasons. This was due mainly to 
other changes which the Senate attempted 
to write into the present highway law. 
There was one change made by the 
Senate in the reimbursement section of 
the 1956 act, having only minor signifi- 
cance. The new legislation provides that 
reimbursement shall be made from federal 
funds only after evidence satisfactory to 
the Secretary of Commerce has been pre- 
sented substantiating the fact that a state 
has paid utility relocation costs from its 
own funds. Even this requirement would 
apply only to those projects for which 
federal funds are obligated subsequent to 
enactment of the new law. In its present 
form, the new legislation calls for the ex- 
penditure of about $5.5 billion over the 
next two years for highway construction. 


[ was on a roll-call vote that the Senate 
agreed to a compromise worked out by 
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Senators Hruska (Republican, Nebraska) 
and Kerr (Democrat, Oklahoma) restor- 
ing the benefits to 90 per cent. This 
amendment, approved by the margin of 47 
to 38, showed the following line-up: 


Yeas—4¢7 





Allott, Colorado 






Barrett, Wyoming 
Beall, Maryland 
Bennett, Utah 
Bible, Nevada 
Bricker, Ohio 
Butler, Maryland 
Byrd, Virginia 
Carlson, Kansas 
Case, New Jersey 
Curtis, Nebraska 
Dworshak, Idaho 












Frear, Delaware 






Hayden, Arizona 







Holland, Florida 
Hruska, Nebraska 
Ives, New York 
Johnson, Texas 








Anderson, New Mexico 


Ervin, North Carolina 
Goldwater, Arizona 


Hickenlooper, Iowa 
Hoblitzell, W. Virginia 


Kerr, Oklahoma 
Knowland, California 
Kuchel, California 
Malone, Nevada 
Mansfield, Montana 
Martin, Iowa 

Martin, Pennsylvania 
McClellan, Arkansas 
Mundt, South Dakota 
Murray, Montana 
Potter, Michigan 
Revercomb, W. Virginia 
Robertson, Virginia 
Saltonstall, Mass. 
Schoeppel, Kansas 
Scott, North Carolina 
Smathers, Florida 
Talmadge, Georgia 
Thurmond, S. Carolina 
Thye, Minnesota 
Watkins, Utah 
Williams, Delaware 
Young, North Dakota 


Johnston, S. Carolina 


Nays—38 
Kennedy, Massachusetts 
Langer, North Dakota 
Lausche, Ohio 
Magnuson, Washington 
McNamara, Michigan 
Clark, Pennsylvania Morse, Oregon 
Cooper, Kentucky Morton, Kentucky 
Cotton, New Hampshire Neuberger, Oregon 
Douglas, Illinois Pastore, Rhode Island 
Eastland, Mississippi Payne, Maine 
Flanders, Vermont Proxmire, Wisconsin 
Fulbright, Arkansas Purtell, Connecticut 
Gore, Tennessee Russell, Georgia 
Green, Rhode Island Smith, Maine 
Hennings, Missouri Sparkman, Alabama 
Hill, Alabama Stennis, Mississippi 
Jackson, Washington Symington, Missouri 
Javits, New York Wiley, Wisconsin 
Kefauver, Tennessee Yarborough, Texas 


Without counting pairs, the partisan 
division of the foregoing vote showed 
twenty-nine Republicans and eighteen 
Democrats in favor of the campromise 
amendment allowing greater reimburse- 
ment benefits for the utilities. Senators 
voting against the amendment included 
twenty-five Democrats and thirteen Re- 
publicans. The division seemed to be more 


Aiken, Vermont 
Bush, Connecticut 
Carroll, Colorado 
Case, South Dakota 
Church, Idaho 


sectional than partisan. The New Eng- 
land Republicans voted largely with 
northern and middle western Democrats. 


* 
GSA Rate Case Activity 


HE Baltimore Gas & Electric Com- 

pany’s pending case before the Mary- 
land Public Service Commission (for a 
6.5 per cent gas and electric rate increase) 
is the latest to attract the attention of the 
ubiquitous General Services Administra- 
tion. The activity of GSA in seeking re- 
duction of rates for private line telephone 
rate services furnished by the Bell system 
and Western Union Telegraph system be- 
fore the Federal Communications Com- 
mission has drawn attention in the press. 
On another front, however, there was 
some indirect result of GSA activity in 
rate cases generally. The House Appropri- 
ations Committee, in reporting out the in- 
dependent offices appropriation for the 
coming fiscal year (beginning July Ist), 
made a 10 per cent reduction in the budget 
allowed for GSA’s transportation and 
public utilities service. 

The House committee did not, how- 
ever, impose any limitation on GSA’s in- 
tervention in rate cases. In fact, the report 
of the House committee took the view 
that the GSA rate case activity was prop- 
erly part of that bureau’s function as the 
housekeeper for federal government 
agency operations. Some question has 
been raised as to whether GSA appear- 
ances in utility rate cases were duplicating 
the function of regulatory commissions, 
such as the FCC. The House committee 
report quoted a reply by FCC Commis- 
sioner Rosel H. Hyde, who testified be- 
fore the committee, “I believe that they 
[GSA] have a duty to watch out for their 
interests from their viewpoint and that it 
is not a duplication of our work.” 
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Union Chief Calls for Excise 
Tax Repeal 


OSEPH A. BEIRNE, president of the 
CIO-AFL Communications Workers 
of America, has joined Bell system and 
independent telephone industry spokes- 
men in urging repeal of the present 10 
per cent federal excise tax on local and 
toll telephone calls. Beirne, testifying be- 
fore the House Ways and Means Com- 
mittee last month, noted that telephone 
users paid $550 million to the federal 
government last month. “It is our 
thought,” he said, “that if this $550 mil- 
lion were in the hands of telephone users 
to be spent on telephone service, this 
would have the very desirable and neces- 
sary effect of stimulating telephone usage 
and might forestall further layoffs in the 
telephone industry.” 

Beirne estimated that had all the money 
which went to the federal government in 
telephone excise taxes been spent directly 
on telephone service, income would have 
been available for wage payments at cur- 
rent levels for close to 80,000 additional 


workers in industry. “If telephone excise, 


tax money had been spent on adding a 
second or third telephone extension in 
many homes or changing from a black 
telephone set to one of the many beautiful 
colored instruments now available, or if 
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Telephone and 


Telegraph 


it had been spent on any one of a multi- 
tude of excellent services available to tele- 
phone users, there probably would be no 
layoffs today in the telephone industry,” 
Beirne told the committee. Further, he 
added, the industry could be offering em- 
ployment to some of the 5.5 million un- 
employed in other industries. 

The union’s president explained that 
CWA refrained from testifying against 
the excise tax until 1953 when the union 
became convinced that it had become an 
unwarranted and economically unsound 
deterrent to telephone use, not only by 
residential users of the telephone but by 
business organizations as well. 

“In our opinion,” said Beirne, “the 
telephone tax is a particularly unfair one. 
No other utility is so taxed. While it is 
freely admitted today that the telephone 
is a necessity, it still is subject to the 
same kind of excise taxes applied to such 
nonessential items as jewels and furs. 
Electricity, gas, water, and other house- 
hold fuels, as well as local transportation, 
are exempt from such taxation.” 


ee said the average telephone user 
pays approximately $14 a year in 
excise taxes. Removal of the tax might 
mean that the $14 would go for additional 
telephone service ; but even if it were spent 
for some other purpose, he said, putting 
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the money back into the hands of the con- 
sumer would in the long run have a direct 
employment increase effect on the tele- 
phone, as well as other industries. “As 
this money is spent for consumer goods, 
employment opportunities would expand 
in industry generally,” he explained. 
“This expansion in employment generally 
would have the net result of increasing 
telephone service demands and ultimately 
telephone jobs.” 

Beirne pointed out that the telephone 
industry employs around 800,000 work- 
ers spread throughout almost every com- 
munity in the country. “Anything which 
helps stimulate telephone usage or puts 
telephone tax money back into the con- 
sumer’s pocket will have a good effect 
upon a multitude of different economic 
areas in the U. S.,” he told the committee. 
“It is not possible to show statistically 
to what extent high telephone excise taxes 
discourage telephone calls or the installa- 
tion of new telephones or other telephone 
services. However, we ask the committee 
to recognize the common sense validity 
of our argument that elimination of tele- 
phone excise taxes would make available 
over 550 millions of dollars of purchasing 
power so necessary today.” 


5 


Independent Industry Growth 
Continues 


i ws independent telephone industry 
has been expanding at an accelerated 
pace during the past twelve years to meet 
unprecedented demands for telephone 
service occasioned by population growth, 
increased usage, and a prosperous ‘econ- 
omy. Figures recently released by the 
United States Independent Telephone As- 
sociation reflect continued growth and 
progress of the industry which now in- 
cludes 4,100 telephone companies. Ac- 
cording to the USITA, the number of 


independent telephones has soared during 
the last twenty-two years from 3,185,000 
to 9,671,500, representing an increase of 
204 per cent. 

Through its operating companies, 
equipment manufacturers, and suppliers, 
the independent industry serves approxi- 
mately 11,000 communities in the United 
States—twice the number served by the 
Bell system. However, because Bell com- 
panies operate in most of the larger metro- 
politan areas, they have by far the larger 
number of telephones—54,241,000. The 
total plant investment of the independent 
industry amounts to $2,760,214,723. 

A number of major technical advances 
in the telephone field have been introduced 
by the independent industry. These in- 
clude the first practical dial switching 
system, 

The nation’s long-distance service is 
furnished primarily by the Bell system toll 
network. All long-distance facilities are 
interconnected with independent telephone 
company lines. Long-distance traffic be- 
tween the two segments of the industry is 
freely interchanged. Agreements are in 
effect covering routings and divisions of 
revenues on the interchanged business. 
Many independent companies themselves 
own and operate a large mileage of toll 
lines, mostly regional in character, all 
interconnected with the Bell network and 
with the toll facilities of neighboring inde- 
pendent companies. 

> 


House Unit Airs ATST 
Consent Decree 


ee for the American Telephone 
and Telegraph Company and the Jus- 


tice Department appeared before the 
House Judiciary Committee last month to 
defend a 1956 consent decree involving 
AT&T control of Western Electric Com- 
pany. Committee Chairman Celler (Dem- 
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ocrat, New York) opened the hearings 
by stating that there would be no investi- 
gation of AT&T, but that the inquiry 
would be directed primarily at the way 
the decree has been enforced by the Jus- 
tice Department. 

The consent decree ended an antitrust 
suit against AT&T which was designed 
to divorce Western Electric from the Bell 
system. The decree provided that Western 
Electric could remain a manufacturing 
subsidiary of the Bell system, but that it 
must limit its operations to the servicing 
of regulated telephone companies and 
other communication carriers. 

Most of the criticism at the hearings 
was leveled at the Justice Department and 
its alleged leniency in agreeing to the 
consent decree. Justice defended its action 
on the ground that it could not have ob- 
tained court approval of a compulsory 
divestment of Western Electric control by 
the Bell system. 

Horace P. Moulton, general counsel for 
AT&T, denied that there was anything 
lenient about the decree. He said that it 
placed the Bell system “under restrictions 
such as have been imposed upon no other 
American enterprise.” An absolute di- 
vorce of Western Electric from AT&T 
would have destroyed the Bell system 
organization and resulted in “most serious 
damage to the public interest,” Moulton 
said. Provisions in the decree regarding 
patent licensing, he added, will result in 
a lowering of from $3 to $5 million in 
royalty revenues for ten years. 


5 


Bell System Defends Leased 
Facility Rates é 


HE Bell system has asked the Federay 
Communications Commission to dis- 


miss a petition of General Services Ad- 
ministration for an immediate reduction 
in rates charged for private line telephone 
grade services. As reported in this de- 
partment in the March 27th issue, GSA 
has requested the FCC to reduce rates for 
telephone grade services by 25 per cent 
on the ground that the earnings from the 
interexchange channel portion of such 
services are 12.5 per cent, while the aver- 
age earnings from all Bell system private 
line services under investigation are 6.4 
per cent. 

In its reply brief, the Bell system points 
out that there is no requirement in law that 
the rate of earnings from every part of a 
service be the same as that from the serv- 
ice as a whole, or that the rate of earnings 
from every class of service be the same as 
the average from the group of services of 
which it is a part. “Such a result is im- 
possible of attainment in practice,” the 
brief said, “and would be contrary to well- 
recognized principles of utility rate mak- 
ing. ... It is obvious that if the earnings 
above the average are brought down to 
the average, the new average will be sub- 
stantially lower. Presumably a further re- 
duction would then be called for under 
petitioner’s assumption. The process 
would not end until the earnings from all 
services were reduced to the level of the 
lowest earnings from any segment of serv- 
ice, some of which segments in this case 
are in the red.” 

The Bell system petition also points out 
that an increase in the volume of a service 
does not necessarily constitute a basis for 
a reduction of the rates for that service, 
as contended by GSA. “Costs can and do 
increase with volume and no specific re- 
lationship of net earnings to gross reve- 
nues can be assumed,” the brief argued. 
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Financial News 


and Comment 


By OWEN ELY 


Brokers Handicapped in 
Advising Clients on Utilities 


DWARD N. Gapssy, chairman of the 
Securities and Exchange Commission, 
recently addressed the Investment Bankers 
Association in Chicago on “Section 5 Cur- 
rent Problems under SEC Act and Re- 
lease 3844”—referring to the problem of 
unlawful advance dissemination of infor- 
mation concerning securities scheduled for 
public offering. His talk was published in 
the Commercial & Financial Chronicle of 
March 27th. 

Since the SEC issued “Release 3844” 
last fall, Wall Street houses have encoun- 
tered a number of practical problems in 
connection with conflicts between broker- 
dealer activities—dissemination of infor- 
mation to customers as a broker versus 
participating in, or managing, a new un- 
derwriting. Some of these difficulties were 





DEPARTMENT INDEX 

Page 

Brokers Handicapped in Advising 
Clients on Utilities -611 

Chart—1957-58 Monthly Trends of 
Utility Stock Groups 613 
March Utility Financing 615 

Electric Heating Service in New Eng- 
land 616 

Tables—Recent Financial Data on Gas, 

Telephone, Transit, and Water Stocks 
617, 618, 619 











described in an article by Paul Heffernan 
in The New York Times a few weeks ago. 
Mr. Gadsby’s discussion is a welcome clar- 
ification of the subject, although it appar- 
ently leaves some ground uncovered. He 
reported that the SEC may issue another 
release to supplement or clarify No. 3844, 
and that he “would like to hear reactions 
to this discussion which may give us some 
help in this rather difficult task.” 

The Securities Act was amended in 
October, 1954, in an attempt to remove the 
apparent inconsistency between the pro- 
hibition of offers during the waiting peri- 
od, and the new policy of encouraging 
dissemination of information (but only 
in the registration statement or prelimi- 
nary prospectus ). While there has been no 
real change in the basic situation as a result 
of the amendment, the SEC has appar- 
ently tightened up on the rules, and espe- 
cially on the interpretation that “informa- 
tion” (outside the prospectus) may consti- 
tute an offer to sell. It is apparently this 
more definite policy of the SEC, as indi- 
cated in Release 3844, that has brought 
about the present situation. 


| gmcnamesenngg seems to hinge on the 
meaning of the term “offer.” Mr. 
Gadsby states : 


Whether a given activity will fall 
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within this definition therefore can be 
determined only by a consideration of 
all the facts and circumstances sur- 
rounding a particular case. Factors such 
as intent, knowledge, and time would be 
important considerations . . . for these 
reasons the commission has never be- 
lieved it appropriate to attempt to for- 
mulate a rule-of-thumb definition in this 
area and has endeavored to deal with the 
problem on a case-by-case basis. But as 
this body of case history has evolved, 
I think that certain principles or guides 
have become apparent which might be 
of help in this difficult but important 
field. 


.__ utility companies themselves have 
been somewhat fearful (since the is- 
suance of Release 3844) that distribution 
of information by them to their own se- 
curity holders might be construed as in- 
tended to influence the current or future 
offering of new securities. Mr. Gadsby 
states that the commission does not wish 
to question or interfere with the dissemi- 
nation of regular or routine information 
by a company in the form of published 
advertisements, annual or interim reports 
to stockholders, proxy statements and div- 
idend notices, etc. He does limit this re- 
assurance, however, by stating that such 
reports should not contain “puffing state- 
ments” if stockholders are about to re- 
ceive subscription warrants, nor should a 
report comment on any proxy fight then 
in progress. The question as to what may 
constitute a “puffing statement” remains a 
little indeterminate, but he states, appar- 
ently with reference to an industrial 
business : 


... when, shortly before the filing of 
a registration statement or during the 
pre-effective period, public communica- 
tions of various sorts begin to appear 
which discuss such aspects of a busi- 
ness as its finances, its earnings, or its 
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growth prospects, in glowing and opti- 
mistic terms, stressing the favorable 
over the unfavorable, I think we may 
be pardoned if we are so unkind as to 
suspect that this activity may not be en- 
tirely concerned with the sale of soap or 
machine tools or what-have-you. 


| tgoweats a company’s press releases 
“during the prefiling or pre-effective 
period,” the announcement of some event 
“in its business . . . (such as) the an- 
nouncement of a dividend, the receipt of a 
contract, the settlement of a plan, or any 
similar event of interest to the community 
in which the company operates have never 
been looked upon with askance. However, 
that does not mean that purported news 
items which tout the company’s securities 
or which dwell upon the financial aspects 
of a business ordinarily associated with the 
sale of securities, shall be viewed in the 
same light.” (Our italics.) Utility execu- 
tives do not as a rule “tout” their own 
securities—the italicized section would 
stand further clarification perhaps. 

Regarding the status of speeches by cor- 
porate officials before financial analysts or 
other groups (perhaps scheduled months 
earlier), the fact that the date may hap- 
pen to fall close to a proposed registration 
need not require cancellation of the talk, 
but “we think it is incumbent upon the ex- 
ecutive not to phrase his talk in such a 
manner as to constitute a selling effort.” 
Moreover, no copy of the talk or accom- 
panying material should be distributed 
either at the meeting or elsewhere. 


geese broker-dealers, Mr. Gadsby 
stated “we do not believe that a man- 
aging underwriter should engage in any 


publicity activities . . . which would be 
improper if done by the issuer.” The firm 
can ordinarily advise its clients concerning 
events of significance in the business of 
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the issuer, but when it knows that a partic- 
ular financing has been determined upon, 
and that the firm will be a managing under- 
writer, “it seems equally obvious that the 
timing and content of the advice thereafter 
given its customers through reports and 
brochures, will determine how these docu- 
ments must be viewed.” 

Regarding the broker-dealer firm which 
is not customarily a manager, but which 
may from time to time be invited to par- 
ticipate in an underwriting, the problem 
is different at least in degree. These firms 
are less likely to know in advance that par- 
ticular issuers have determined to bring 
a particular issue to market at a particular 
time. In the meantime they may have al- 
ready prepared a special report on a com- 
pany which is just being released. He 
stated : 


I do not believe that the commission 
knowingly has penalized any broker- 
dealer firm caught in this predicament. 
.. . We have suggested that the report 
might be modified so as to delete mate- 
rial specifically discussing or recom- 
mending the particular issuer, or to 
limit the presentation concerning that 
company to previously published statis- 
tical data. . . . However, the research 
and new business departments of brok- 
er-dealer firms should be on speaking 
terms with each other. .. . 


N this point it might be worth men- 
tioning—a factor which perhaps the 
SEC has not taken into account—that in 
his capacity as a broker, the broker-dealer 
does not like new common stock issues. 
They are a bearish factor marketwise be- 
cause (1) they dilute current earnings,.and 
(2) the offering itself exerts some pressure 
on the market. The fact that a new offer- 
ing is pending would normally not be 
“played up” so far as research department 
activities are concerned, since it would be 
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construed unfavorably from that angle. 

The address to the IBA failed to clarify 
one phase of the problem which seems of 
great importance to all concerned—the 
question of timing. To a lawyer timing 
may be of little significance, since the laws 
of justice are known to “grind slowly.” 
Nevertheless, to the businessman and the 
banker time is of the essence. No definite 
time limit is set for the preregistration 
“embargo” period, although the SEC has 
imposed a postregistration period of 
roughly two months (forty days after 
sales are completed). Also Rule 10 (b) 6 
specifies a 10-day period prior to a distri- 
bution. Why could not some similar cut- 
off time limit be specified in the case of 
releases by both the company and broker- 
dealers? This could be based on some 
calendar of “proposed new issues” such 
as those issued by the Irving Trust Com- 
pany, The Financial Chronicle, The Deal- 
ers Digest, or perhaps one issued by the 
SEC itself. 


a. could not the SEC adopt a 
different policy for (a) senior secu- 
rities of high investment caliber, and (b) 
common stocks and convertible (junior) 
securities? The salability of senior secu- 
rities issued by well-established companies 
(particularly utilities) is usually affected 
in much greater degree by existing market 
conditions, interest rates, and the current 
volume of new offerings than are issues 
of common stock. Almost all bond issues 
fall into definite rating categories fixed by 
the three financial services which specialize 
in appraising these securities. These serv- 
ices, unlike the investing public which it 
was the original intent of the law to pro 
tect, are not easily swayed by any favor- 


able publicity statements by issuers or F 
broker-dealers—their analysts are hard- F 
boiled and have no interest in selling the F 
securities; their major motive is to main- b 
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tain high professional standards similar to 
those of certified public accountants. 
Ratings are changed infrequently, and 
only on the basis of solid and cumulative 
evidence. And since the ratings carry 
great weight with institutional and other 
investors, the fact that some broker had 
recently issued a favorable study on a com- 
pany would have a negligible effect on the 
reception accorded the bond offering of 
that company. Thus it would seem that in 
the case of bonds and preferred stocks 
(other than convertibles) for well-estab- 
lished companies the SEC might very well 
greatly lighten any restrictions on the 
| issuer or broker-dealer, or perhaps remove 
them altogether. 

We believe that most issuing com- 
panies and most broker-dealers must be 
credited with a sincere desire to co-operate 


e 


with the SEC in its difficult job of “polic- 
ing” new security offerings under the 1933 
act. But just as in other fields of regula- 
tion which involve “twilight zones,” the 
regulations should be clarified so that they 
do not involve too many guessing contests. 
As Mr. Gadsby pointed out in his address, 
many firms spend a great deal of money 
on research work and the publication of 
their findings. But probably 90 per cent 
or more of this material is devoted to the 
appraisal of common stock issues, since as 
noted above the appraisal of senior secu- 
rities is largely in the hands of the rating 
services and the sophisticated and well- 
informed institutional buyers. (There may 
be a fringe of low-priced rail bonds and a 
few others to which this does not apply, 
but railroad financing is not an important 
factor in this problem.) Why, therefore, 


MARCH UTILITY FINANCING 
PRINCIPAL PUBLIC OFFERINGS OF ELECTRIC AND GAS UTILITY SECURITIES 


5 Date Amount 
(Miill.) Description 
Bonds and Debentures 


Towa Pub. Serv. Ist 44s 1988 


Baltimore G. & E. Ist (s.f.) 4s 1993 . 


0 Iowa-Ill. G. & E. Conv. Deb. 34s 1968 
Union Elec. Ist (s.f.) 48s 1988 
Ohio Edison Ist 44s 1988 


Indiana 
Texas 
Carolina P. & L. Ist 44s 1978 
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Florida P. & L. Ist 44s 1988 


Preferred Stocks 
0 Pub. Service E. & G. 5.05% 
Cincinnati G. & E. 42%+ 
Tenn, Gas Trans. Conv. 5.16% 
Second Pfd. 


do 
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Columbia Gas Deb (s.f.) 48s 1983** .. 
Miss. River Fuel S. F. Deb. 44s 1978* . 
lis P. & L. 1st (s.f.) 44s 1988* 
st. Trans. Ist (s.f.) 4$s 1978** 


Georgia Power Ist (s.f.) 44s 1988 ... 


Price 


Public 


Common Stock—O ffered to Stockholders 


3/12 


129 Cincinmati G; & EB. ...... 2. ccecccece 


28.50 


Aver. Yield 
F 


or 
Offer- Securities of Of 
ing Similar Moody Offer- 
Yield Quality Rating ing 
4.25% 
3.94 


Success 
Under- 
writing 
Spread 


To 


PAR YD MMM WM PH w 


Earns.- 
Price 
Ratio 


5.26 7.0% e 


*Sinking fund begins in 1963. **Sinking fund begins in 1960. {Nonrefundable to 1963. C—Competitive. 
N—Negotiated. a—Reported the issue was well-received. b—Reported the issue was fairly well-received. 
c—Reported the issue sold somewhat slowly. d—Reported the issue sold slowly. e—Offered to stockholders 


on a 1-for-16 basis; 96.5 per cent subscribed. 
Source, Irving Trust Company 
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embargo common stock information in 
connection with bond financing? 

The utility companies would seem en- 
titled to special attention from the SEC 
because their offerings now constitute a 
majority of all new corporate issues. At a 
time when industrial companies are cur- 
tailing expansion programs the utilities are 
maintaining heavy construction programs 
with resulting heavy new capital require- 
ments. 


HE crux of the problem, so far as the 

utilities are concerned, is that no dis- 
tinction is made between the impact of the 
regulations resulting from numerous of- 
ferings of senior securities, and those of 
the much smaller number of common stock 
and convertible offerings. Suppose a 
broker-dealer wants to bend over back- 
ward in complying with Release No. 3844. 
He might assume that it is safest not to 
issue comment of any kind on the stock of 
a utility company for a four months’ pe- 
riod—which includes (a) two months 
prior to registration of a new issue of any 
kind (assuming that the plan to issue is 
known that early), (b) about twenty days 
to cover the registration period, and (c) 
the 40-day period following the sale of the 
security (as specified by the SEC). Miss 
Marjorie Cruthers of the Irving Trust 
Company (chairman of the utilities sub- 
committee which has in charge the 
weekly talks made by utility executives be- 
fore the New York Society of Security 
Analysts) has prepared a study based on 
this assumption. The following percent- 
ages summarize, in a very approximate 
way, the proportions of the calendar year 
1957 during which such a broker-dealer 
would have refrained from distributing 
any information (including Standard & 
Poor’s printed sheets) or giving any 
written advice to customers on any secu- 
rities of the following companies or 
groups of companies: 
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9 Electric Utility Holding Companies 56% 
69 Electric Utility Operating Companies 44 
5 Gas Utility Holding Companies 64 
17 Gas Utility Operating Companies 46 
American Telephone & Telegraph 100 
General Telephone Corporation 83 
The above compilation assumed that 
security issues by holding company sub- 
sidiaries would have the same inhibiting 
effect as parent company issues, with re- 
spect to comment on the common stock 
of the parent company. It represents a 
very extreme view of the possible require- 
ments of Release No. 3844. Nevertheless, 
it points up the need, in our opinion, for 
a more exact interpretation of the new 
rules. 


HE new rules are of vital interest to 

utility analysts. A large broker-dealer 
recently kept track of the inquiries re- 
ceived on securities from its clientele dur- 
ing a week’s time. Roughly these amounted 
to 800, of which some 200 related to util- 
ity securities—and of the latter about one- 
half referred to companies on which (ac- 
cording to their counsel’s interpretation 
of 3844) they could not issue any infor- 
mation. Thus many customers were de- 
prived of information which they presum- 
ably needed, because of the imminence of 
security offerings of no interest to them. 


7 
Electric Heating Service in 


New England 


So MASSACHUSETTS ELECTRIC 
Company (operating subsidiary of 
Western Massachusetts Companies) ap- 
parently is the first utility company in 
New England to announce a special rate 
structure designed for electric house heat- 
ing, and a sales program calculated to en- 
courage electric house heating. The objec- 
tive is a new home of moderate size en- 
gineered for all-electric service—including 
heating, cooling, etc. 

This company is promoting the sale of 
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several different types of electric house 
heating—including a so-called “stored- 
heat” system which it has developed in 
conjunction with a manufacturer in its 
service area. So far, the system most fre- 
quently selected is radiant ceiling heat. 
This employs a thermostat in each room, 
permitting closer controls of temperature. 
Operating cost is said to be about $1 per 
day, including appliances for an electri- 
fied small home. 

Under its new form of residential heat- 
ing rate, the company charges its regular 
prices up to 400 kilowatt-hours. Beyond 
this amount all use, in a home employing 


e 


only electricity for comfort heating, is 
priced at 2.1 cents in the daytime and at 
1.3 cents under an off-peak night rate. Un- 
der this day-night rate the radiant-type 
heating system operates at an overall aver- 
age cost of about 1.8 cents. 

The company’s experiments in stored 
heat involve the use of a 400-gallon hot- 
water tank which is heated at the 13-mill 
rate during off-peak night hours. This 
heating becomes available for use during 
the following day. Such off-peak electric- 
ity costs the company at the generator 
about 3.5 to 4 mills per kilowatt-hour for 
fuel. 


RECENT FINANCIAL DATA ON GAS UTILITY STOCKS 


4/1/58 Divi- 
Price 


About Rate 


Aver. 
Incr. 


s A 2 
In Sh. Price- Div. tome 


Common 


end A 


Tx. 
teld 


Recent 
Share % In- 


Earnings crease 


Stock 


Earns. Earns. Pay- 
Equity 


1952-57a Ratio out 


Ala.-Tenn. Nat. Gas .... 20 41% 


American Nat. Gas 58 
Arkansas Louis. Gas ... 29 
Colo. Interstate Gas .... 39 
Columbia Gas System... 17 
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Commonwealth N. G. ... 
Consol. Gas Util. ....... 
Consol. Nat. Gas 
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Averages 
Retail Distributors 


Alabama Gas 
Atlanta Gas Light 
Berkshire Gas .......... 


13.5 70% 42% 
2s 6b 3% 
136 8S 33 
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RECENT FINANCIAL DATA ON TELEPHONE, TRANSIT, AND WATER STOCKS 
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7 Incr. Approx 
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Communications Companies 
Bell System 
$6,313 Amer. T. & T. (Cons.).. 173 
303 Bell Tel. of Canada ..... 42 
46 Cin. & Sub. Bell Tel. .... 85 
232 Mountain Sts. T. & T. .. 117 
324 New England T. & T. .. 132 
864 Mater toe 8 ae cusx 123 
108 So. New Eng. Tel. ..... 37 
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Transit Companies 
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Water Companies 
Holding Companies 


American Water Works. 114 $ .60 5.2% $1.02De 
Operating Companies 

Bridgeport Hydraulic .. $1.70(r) 5.5% $2.05De 
Calif. Water Service ... 44 2. 5, 3.30F 
Elizabethtown Water ... 
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A—American Stock Exchange. O—Over-counter or out-of-town exchange. S—New York Stock 
Exchange. Ja—January; F—February; Ma—March; Ap—April; My—May; Je—June; Jy—July; Au— 
August; Se—September; Oc—October; N—November; De—December. NC—Not comparable. NA—Not 
available. D—Deficit 1951. *On average shares. **Calendar year 1956. tAdjusted to eliminate 20 cents 
per share of nonrecurring tax savings. (a)—For companies which have reported calendar year 1957 earn- 
ings (for other companies the increase is for 1951-56). (e)—Also 5 per cent stock dividend December 1, 
1957. (1) —Two per cent stock dividend December 10, 1957. (j)—Two per cent stock dividend December 30, 
1957. (k)—Two per cent stock dividend December 19, 1957. (1)—Four per cent in stock May 3, 1957. (m)— 
Ten per cent stock dividend January 2, 1957. (0)—Company took no action on dividend payable for the 
first quarter of 1958, but declared 50 cents applicable for year 1957, as a year-end extra. (p)—Also 1 per 
cent stock dividend quarterly. (q)—Ten cents in January, 1957. (r)—-Includes extras. (t)—Also 2 per cent 
stock dividend September 30, 1957. (u)—Also 10 per cent stock dividend December 30, 1957. (v)—Also 
2 per cent stock dividend December 30, 1957. (w)—Also 4 per cent stock dividend December 31, 1957. 
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What Others Think 


_ Business “Sportsmanship” May Prevent Adverse 
Legislation 


eee utilities today find themselves 
hemmed in by a plethora of statutory 
and mandatory restrictions in the con- 
duct of their businesses. This is the think- 
ing advanced by J. T. Naylor, executive 
vice president, United Utilities, Incor- 
porated, in an address before the Texas 
Telephone Association on March 3, 1958. 

Three groups have contributed to this 
trend. First are those predatory corpora- 
tions whose policies approve invasion of 
the financial domain of other firms to in- 
fluence their purchases or operations. 

Second are those ill-advised elements in 
the labor movement who are constantly 
taking pot shots at industry. 

And last, but not least by any means, 
are those exhibitionists in government 
service who seek the spotlight of public 
attention. Mr. Naylor stated: 


. . . beware if your prosaic calling is 
to build and to serve—particularly if 
you are successful. Exactly ten days ago 
public enemy number one was Radio 
Corporation of America. The finest 
names in American progress were her 
“co-conspirators.” 


The following outline of the progress 
of legislation to regulate business conduct 
was given by Naylor in his talk: 
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... On July 2, 1890, Public Law No. 
190, known as the Sherman Act, was 
written. This law presumed to be a 
foundation for a clean climate for pri- 
vate enterprise as the basic institution 
in the economic affairs of the country. 
On October 15, 1914, Public Law No. 
190 was amplified by the 63rd Congress 
through the passage of Public Law No. 
212, known as the Clayton Act. This 
law enunciates five basic command- 
ments for business conduct. Among 
other less conspicuous provisions, this 
act condemns as illegal: first, price dis- 
criminations; second, contracts to 
emasculate competition; third, the di- 
rect or indirect acquisition of stock of 
a corporation where the effect is to 
lessen competition; fourth, the anes- 
thetizing of competition, through com- 
mon management and directorships; 
and fifth, the classifying of labor as a 
commodity or article of commerce. 


om other laws since then have 

been enacted, all tending to modern- 
ize, reiterate, and strengthen the basic 
principles set forth under the Sherman 
Act and the Clayton Act. They resulted 
from specific nuisances or problems that 
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occurred from time to time which re- 
quired legislative resolution. 

In 1956 the Bank Holding Act was 
passed. The resulting Transamerica di- 
vestiture carries an effective date of July 
1, 1958. Last June the U. S. Supreme 
Court made its decision in the Du Pont- 
General Motors case. This decision is sig- 
nificant in its probable use as a precedent ; 
it opens up the whole vista of the legal 
status of corporate integration. Mr. Nay- 
lor said: 


Is it a coincidence that in the specific 
laws and severe applications the tele- 
phone industry has been conspicuous 
by its absence? There may be those 
who can cite reasons for this being in 
the nature of our business, even despite 
the industry’s including the largest 
single corporation of all time. . 


~~ suggests all telephone manage- 
ment personnel obtain a copy of 
“Anti-trust Laws with Amendments 1890- 
1956,” which is obtainable from the 
Superintendent of Documents, Washing- 
ton, D. C., for 35 cents. He recommends 
reading §§ 3, 7, 8, and 10 of the Clayton 
Act on pages 23 through 26 and a careful 
reading of the Du Pont decision of last 
June. He stated: 


... No handwriting on the wall 
could be more explicit—nor, in my 
opinion, a better barometer. How high, 
if at all, will a single corporation be al- 
lowed to stack its interests and proceed 
to do business, even fractionally, with 
itself: This one decision extends the 
horizons of government scrutiny of 
business practices far beyond the eye- 
sight. It leads to the question ““What is 
next ?” 

Enough has already been said in the 
jungle of American jurisprudence. The 
redundancy of laws breeds contempt 
for essential law. We do not want a 
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Telephone Holding Company Act or 
a divestiture fiasco, nor do I think we 
need them. That is not to say we won’t 
get them—if we indulge the unguarded 
hour or if we sit by timidly observing 
silence and placing the subject under 
taboos. 


Fr was suggested that the telephone in- 
dustry should ask itself if it is willing 
to adopt a code of ethics and “sports- 
manship”’ that will preclude the possibility 
of a series of legislative restrictions. 

The exemplary business conduct of the 
independent telephone industry has been 
a big factor in its uniquely favored posi- 
tion today. Naylor said: 


. . . The preponderance of credit can 
fall in only one place. . . . I refer to the 
industry leadership we have enjoyed 
from the American Telephone and 
Telegraph Company and its affiliations. 

Some of us believe that in the Bell 
system the industry possesses one of 
the finest examples of business “‘sports- 
manship” and its tested benefits. . . 
I feel that Bell foresight and discretion 
and a keen sensitivity to business ethics 
are more responsible than any other 
factors in establishing our industry’s 
position today in relation to the Public 
Utility Holding Company Act of 
1935... 

On many occasions Bell management 
have demonstrated unwillingness to 
tamper with small companies through 
minorities, stock acquisition, unwel- 
come directorates, competitive sales 
programs, or other legal but predatory 
methods. .. . They have refused to per- 
mit Western Electric’s erasing other 
telephone manufacturers. With their 
substantially nonregulated factories and 
laboratories functioning in affiliation 
with their vast public service empire, 
it has been no easy task to function up 
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to the hitherto invulnerable standards 
of which they and we now have every 
right to be proud. ... 


ew Bell system has employed the vast 
power and efficiency stemming from 
its size and monetary position to the ad- 
vantage of the independent telephone 
industry over the years with virtually no 
exceptions. Bell “sportsmanship” created 
a healthy and ethical code, a fine pattern 
that has enabled the telephone industry to 
weather some rough economic storms. 

Many in the industry feel that this 
Bell system example should be followed 
throughout the conduct of independent 
telephone industry affairs, governing re- 
lationships between the larger of its cor- 
porate groups and the smaller units. 

The early thirties was an era of grave 
crisis in the independent telephone indus- 
try. Were it not for a few conscientious 
and determined managements, the pos- 
sible consequences of the failures of those 
times are overwhelming in their implica- 
tions. Naylor stated: 


... Again, to be completely honest, 
we must ask ourselves what might have 
happened in that era had it not been 
for the rugged fabric of AT&T. 


ee telephone industry man- 
agement has several broad obligations 


to itself and the industry in view of the 
conditions under which it operates today. 
Some of them are: 

1. To be aware of more than the letter 
of the law governing corporate perform- 
ance. The intent, principles, and prece- 
dents mentioned in this article should be 
applied critically against every relation- 
ship in the business. . 

2. Where “gimmick” promotional 
methods are applied instead of straight- 
forward types, they should receive ad- 
verse publicity. Smaller companies should 
be helped with their problems, offered 
protection from outside pressures that op- 
erate to their disadvantage. 

3. Independent telephone industry com- 
panies should be co-operative, friendly, 
understanding — with well-administered 
and conscientious government organiza- 
tion ever alert and critical of the misuse 
of government. 

4. The industry as a whole should 
evince a keen interest in preserving 
numerous, healthy, and competitive 
sources of supply. 

5. The industry should seek to emulate 
other institutions which have been suc- 
cessful in codifying their principles of 
conduct. An old-fashioned code of ethics 
hanging on the wall might even be a fine 
thing. 





Equal Treatment for All Forms 
Of Transportation 


QUAL treatment for all forms of trans- 
portation and removal of multiple 
taxation were two of the significant 


recommendations made by Greyhound 


President Arthur S. Genet, in a state- 
ment before the Smathers Senate Sub- 
committee on Surface Transportation 
March 27th. 
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Representing his own company, The 
Greyhound Corporation, and National 
Association of Motor Bus Operators, 
Genet declared: 


We are opposed to any proposal that 
would give to the rail carriers preferen- 
tial treatment taxwise or which would 
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tie the hands of the Interstate Com- 
merce Commission for the individual 
benefit of rail carriers. On an industry- 
wide basis, however, we believe careful 
consideration should be given to the 
proposal that the federal government 
should take steps to eliminate or mini- 
mize the burden of state and local taxes 
on transportation media... . 


Genet said further that multiple taxa- 
tion has indeed a stranglehold on all trans- 
portation. He pointed out that the rail- 
roads, truck lines, airlines, and intercity 
bus carriers must pay city, county, state, 
and federal taxes. 

He stated : 


... Often one piece of equipment 
must bear the burden of as many as five 
or six different taxes. It is small wonder 
that so many carriers of all types are 
going out of business. . . . Certainly it 


would make sense to have those car- 
riers that are subject to federal regula- 


tion responsible only for the payment 
of one tax to the federal government 
in a fair and nonconfiscatory amount— 
with a subsequent apportionment to 
the state and local governments by the 
federal government. . . . 


o illustrate how inequitably taxes are 

levied, Genet said that full local taxes 
are assessed in an amount which requires 
some of Greyhound equipment to carry 
as much as $6,000 worth of license tags. 
This means that a year’s license fee is re- 
quired by a state even though a total 
number of days in a year that the vehicle 
is operating in the state may be far less 
than the days in a month. Genét com- 
mented : 


. . . While we are discussing the tax 
burdens, let us urge also that the ex- 
tremely unfair federal transportation 
excise tax receive your careful con- 


sideration. It was never meant to ham- 
string this most important industry. 


Another recommendation made by the 
Greyhound company president in his state- 
ment was that the Interstate Commerce 
Commission be made the sole regulatory 
body and central control for interstate 
carriers. This would relieve the carriers 
of the problems and difficulties of trying 
to operate under the present wide variety 
of local regulations. In addition, he sug- 
gested that the railroads drop unprofitable 
passenger services and that carload bulk 
mail that required long-haul service be 
entrusted to their facilities by the Post 
Office Department. 


"Pa pointed out that the railroads’ 
financial troubles stemmed from the 
fact they were forced to compete—at a 
loss to themselves—and provide services, 
such as passenger transportation, with 
other carriers who were better able to 
handle such services. 

“It is a matter of public record,” he 
said, “that more passengers are trans- 
ported by intercity bus each year than by 
any other form of transportation.” 

In connection with rates Genet observed 
that “quite obviously the passenger fares 
of both the airlines and the intercity buses 
have been fixed with an eye on the rail- 
roads’ charges. Yet surely all sound think- 
ing people will agree that charges for 
transportation should be on a compensa- 
tory basis, and not on the basis of cost of 
that service to another type of carrier.” 
He also went on to say that if one arm 
of transportation cannot compete in a 
particular field, it should not be forced 
to provide a service in that field at a loss. 

For years, Genet said, the railroads 
“have been handicapped tremendously 
with continuing losses incurred in the 
movement of people. These same statistics 
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also show that without this tremendous 
burden the railroads could well be 
flourishing, both servicewise and _profit- 
wise.” 
He stated: 
... If the railroads had been per- 
mitted to follow a sound economic path, 
however, there still would be no dearth 
of other transportation facilities. Fig- 
ures show that more than 88 per cent 
of the total volume of intercity travel 
is now performed by private automo- 
bile. Our growing air industry is far 
from the passenger saturation point. 
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The modern intercity bus, with our im- 
proved highways, has an almost un- 
limited capacity. 


ic alone, he stated, “operat- 
ing at only slightly over a 50 per 
cent capacity, today provides services for 
three times as many people as all the air- 
lines put together, and has the ability to 
offer and does provide frequency and 
time service requirements that the rail- 
roads cannot match.” 

More passengers are transported by 
intercity bus each year than by any other 
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form of transportation. In 1957 The Grey- 
hound Corporation and its subsidiaries 
alone “carried a total of 130.6 million 
passengers, as compared with 40.3 million 
carried by all the scheduled domestic air- 
lines operated in the United States, and 
169.3 million carried by all the railroads 
in other than local service. Estimates 
based on the first nine months of 1957 
show that the intercity buses of the United 
States of all classes carried 515.7 million 
passengers as compared with a total of 
only 209.6 for the rails and airlines com- 
bined.” 

The railroads are the “arm of transpor- 
tation best equipped to haul our tre- 
mendous daily volume of high-density 
carload freight over land,’ Genet de- 
clared. “They can do this better, more 
efficiently, and at a lower cost than all 
other forms of transportation. Yet the 
record will prove that, despite this fact, 
they continue to haul a declining percent- 
age of this traffic. Why? Well, there are 
two basic reasons for this anomaly. One, 
they are trying to provide other services 
that other types of carriers can do better, 
and, second, in so doing they incur losses 
in furnishing those services that force 
them to charge more for other services 
where their efficiency is undoubtedly 
greatest.” 


i emphasized that the foregoing is 
a transportation problem, not ex- 
clusively a railroad problem. He said: 


.. . In attempting to provide service 
in fields in which they are not as ef- 
ficient as other forms of transportation, 
the railroads siphon off potential vol- 
ume from those arms of transportation 
that are properly and especially well- 
equipped to handle that service, and, in 
many cases, thus create a prohibitive 
rate structure for those who must exist 
on that one particular form of carriage. 


Genet also told the Smathers subcom- 
mittee that “any tax relief given to the 
railroads should also be given to our form 
(buses) of transportation. Similarly, al- 
though this committee is concerned solely 
with the problems of ground transporta- 
tion, it must be remembered that ground 
transportation today must compete with 
air transportation. It is only fair and 
equitable and, indeed, imperative, that all 
forms should be put on an equal tax basis, 
because, in the last analysis, transporta- 
tion as such cannot be separated and each 
arm thereof treated individually.” 


Too Much Taxation, Regulation, 
Inflation! 


‘im Smathers Subcommittee on Sur- 
face Transportation invited steel man 
Benjamin F. Fairless to contribute his 
thinking in connection with the “railroad 
situation.” Deeply concerned over the 
plight of the railroads, Fairless gladly 
consented to appear in the capacity of a 
private citizen, not as a representative 
of any of the organizations with which he 
is associated. 

With typical perspicacity, Fairless put 
his finger on the roots of the problems that 
are accountable for the financial straits 
the railroads find themselves in today. 
He asserted those problems include “un- 
fair tax treatment, unrealistic deprecia- 
tion allowances, overregulation, and ris- 
ing costs. In my judgment, these unsolved 
problems affecting railroads cannot be 
reached by temporary financial aid.” 

He mentioned that railroads are still 
paying a 10 per cent passenger fare tax 
and a 3 per cent freight rate tax, both of 
which were war taxes imposed expressly 
to discourage nonessential use of rail 
transportation. He also called attention 
to incongruous tax situations where a 
good many railroads run through a cer- 
tain state and the taxes the state exacts 
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from them exceeds all of their combined 
revenues in that state. In fact he said one 
of the railroads pays about twice as much 
in taxes to this state as it earns in the 
state. ; 

Fairless also showed how replace- 
ment of equipment by depreciation op- 
erates to the detriment of the railroads. 
Despite many years of inflation which 
has skyrocketed the price of almost every- 
thing one buys, he said the federal tax law 
allows the railroads only depreciation on 
the basis of original cost. 


ee illustrate how this works in specific 
cases, he told how a freight car which 
twenty years ago cost $2,500, today costs 
$8,500 to replace. Through depreciation, 
over the years, the railroad can recover 
$2,500, the amount it originally paid. 
But when it comes to replacement time, 
it is short $6,000 a car. And since 
the industry replaces about 75,000 cars 
a year, the total depreciation deficiency 
reaches the staggering total of $450 mil- 
lion—almost a half-billion. 

The steel industry has this same prob- 
lem of “depreciation deficiencies,” just as 
do other industries, Fairless related. “In 
the steel industry, we call that part of our 
profits which is used for this purpose—a 
phantom profit. It is treated and taxed as 
a profit by the government, but it must 
actually be used for one of the costs of 
remaining in business. 

“Here is an area of tax reform that. 
has been recognized in nearly every other 
country, and one that is urgently needed 
not only by the railroads, but by every 
business enterprise in our country.” 

Fairless went on to attack the anti- 
quated concept of federal and state regu- 
lations under which the railroads are still 
operating today. 

Railroads were monopolies when they 
started, he admitted, “in the field of land 
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transportation.” Today, however, they 
“face tremendous competition from air- 
planes, trucks, automobiles, pipelines, and 
all kinds of water-borne carriers.” 

In their efforts to compete, railroads 
have been seriously hampered. In the past 
when a railroad needed a general rate in- 
crease because of mounting costs, it re- 
quired as long as a year to obtain final 
action. These protracted delays have cost 
the railroads one and one-half billion dol- 
lars in lost revenues since World War II, 
Fairless stated. 


O™= commissions often compel rail- 
roads to maintain schedules in areas 
where there is no longer any need, result- 
ing in heavy losses that of course have to 
be made up out of revenues from other 
services. In whimsical fashion, Fairless 
commented that “I happen to be one of 
those quaint, old-fashioned men who be- 
lieves that every enterprise is entitled to 
a profit; but never within my memory 
have the railroads of this country been 
permitted to earn a fair and reasonable 
return—the kind of profit necessary to 
attract the venture capital that a modern 
railway system requires!” He also con- 
tended that a business needs “freedom to 
compete.” 

He acknowledged that government 
regulation has its place in protecting the 
public interest. But he said he was con- 
vinced that “the best way to promote pub- 
lic interest is to promote competition.” 
Government regulation of the railroads, 
whether state or federal, he believed 
should not extend to the point where 
regulation is substituted for private man- 
agement. 

Fairless has some significant remarks 
about the economic essentiality of rail- 
roads, both in times of peace and war. 

“Were the railroads to cease their op- 
erations, our whole economy would be 
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crippled and every major industry would 
have to shut down,” Fairless said. 

“During World War II, railroads car- 
ried 90 per cent of all the military freight 
in this country, handled 97 per cent of 
all organized military travel.” In peace- 
time, for example, they handled last year 
“more than 618 billion ton miles of freight 
at an average price of less than 14 cents 
per ton mile. They moved 25 billion pas- 
senger miles at an average cost to the 
passenger of about 23 cents per mile. All 
other means of public transportation put 
together could not have performed—and 
could not replace—this service.” 


¢¢ AsouT one-tenth of our entire work- 

ing population depends, in some 
degree,” Fairless declared, “upon the rail- 
roads for its livelihood.” 

Even in a recession month like Febru- 
ary of 1958 the railroads provided jobs 
for 862,000 people. Railroads make jobs 
by virtue of their huge purchases. In 1957 
they bought $3.2 billion worth of supplies, 
materials, and new plant and equipment. 
In the past they have taken 6 per cent of 
the steel produced in this country. For 
1958, however, they will use only 34 
per cent. This means a loss of 2 million 
tons of steel production, means that 
18,000 to 20,000 steelworkers will be 
out of jobs. 

Much of the freight revenue of the 
railroads—about one-fourth—comes from 
or derives from steel. For every ton of 
finished steel, 4 tons of raw materials must 
move to the mills. Thus a loss of 2 mil- 
lion tons of steel means that 8 million 
tons of raw material will not be consumed 
or transported, Fairless stated. 

It is estimated by the Association of 
American Railroads that total railroad 
expenditures for 1958 involving purchase 
of new plant and equipment will decrease 


by one-third. This retrenchment is the 
result of declining profits on railroad op- 
eration. Actually, railroad men say they 
should be spending five times their pres- 
ent outlay for maintenance and improve- 
ments. And they assert they have a long 
list of projects which would yield 25 per 
cent more savings in operating costs, that 
these savings could be used to finance 
additional improvements. 

In 1956 and 1957 the railroads’ gross 
revenue remained almost the same, but 
net profit declined in 1957 by $142 mil- 
lion. For one major railroad, while gross 
revenue remained the same, the decline 
in net profit for 1957 was nearly 50 
per cent. 

Because of their low earnings record— 
less than 3% per cent of net property in- 
vestment on an average over the last 
twenty years—railroads find it almost im- 
possible to raise additional capital through 
the issuance of stock. 


oo World War II, Fairless recited, 
“the railroads have spent $38 billion 
on maintenance alone, and nearly $14 bil- 
lion on modernization of their facilities.” 
Few other industries have scrapped and 
replaced so much obsolete equipment in 
recent years. And few have plowed back 
into improvements such a high percentage 
of their earnings. 

But faced with a ceiling on their earn- 
ings and no limit to their losses, the rail- 
roads are confronted with a critical situa- 
tion. 

As Fairless has aptly expressed it, here 
are the principal reasons for their di- 
lemma, “The railroads in this country 
are being taxed to death, inflated to death, 
and regulated to death! They are caught 
in a kind of three-way squeeze, to which 
could be added a fourth—the continued 
pressure from rising costs.” 
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Tips to Retailers on Speeding Downtown Transit 


Ws by which downtown merchants 
can help their businesses by co-op- 
erating to speed public transportation were 
highlighted by George W. Anderson, ex- 
ecutive vice president of the American 
Transit Association, at the recent annual 
convention of the American Retail As- 
sociation Executives. 

Staggering losses that result from trans- 
it strikes serve to underscore the com- 
muter’s dependence on buses, streetcars, 
and subways, he said, and emphasize the 
importance of mass transportation facili- 
ties to the retailers’ livelihood. The trend 
towards private automobiles has proved 
detrimental to downtown business, ac- 
cording to Mr. Anderson. However, he 
said, people will patronize mass transpor- 
tation if they are assured of fast service. 
He urged retailers and retail groups to 
vigorously support all measures proposed 
by transit companies, city officials, traffic 
experts, and others to speed up movement 
of transit vehicles on the street. 

Mr. Anderson called attention to the 
National Committee on Urban Transpor- 
tation and its manual, “Better Transpor- 
tation for Your City,” and suggested that 
retail merchants encourage public officials 
to follow the recommendations it contains 
in their efforts to untangle traffic. He ex- 
plained that the manual gives a balanced 
approach in which the fundamental ele- 
ments of streets, highways, parking facili- 
ties, and public transit are combined in the 
right proportion to best meet the needs of 
a given city. The ATA official emphasized 
that provision be made now, in the plan- 
ning of urban freeways and expressways, 
for ultimate operation of either rail or 
rubber-tired rapid transit on these arteries. 

Space should be allotted for bus turn- 
outs, loading and unloading areas, and ac- 
celeration and deceleration lanes, and in 
the larger cities median strips should be 
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wide enough to accommodate railway 
tracks. 


M®* ANDERSON Called for a more realis- 
tic attitude toward transit fares by 
merchants. He said the rate of fare is a 
minor factor in a person’s decision 
whether to use private or public transpor- 
tation, adding that a rollback of fares “is 
just as impractical as would be a rollback 
of prices in your downtown stores.” 

“Only a financially sound and profitable 
transit company,” he pointed out, “can im- 
prove service, try new ideas occasionally, 
and, generally, attempt to make transit 
riding convenient, attractive, and even 
socially acceptable.” 

Merchants should seriously consider re- 
funding part or all of the fare to customers 
who travel by transit, Mr. Anderson ad- 
vised, just as many now pay part or all of 
the parking cost for those who use private 
automobiles. 

Another speaker at the convention was 
Harry W. Shepard, Jr., of Pittsburgh, 
president of the National Parking Associa- 
tion. He echoed many of Mr. Anderson’s 
ideas and said parking facilities down- 
town should be provided, primarily for 
short-term parkers. Those who stay all day 
in the downtown area should be persuaded 
to use public transit. 

Mr. Shepard further insisted that off- 
street parking should be owned and op- 
erated by private interests. He charged 
that municipal parking programs dry up 
the money market for private operators, 
take valuable land off the tax rolls, and 
exercise unfairly the right of eminent 
domain. 

Moreover, Shepard pointed out, mu- 
nicipal parking lots and garages are 
permanent and many become white ele- 
phants. Where on-street parking meter 
funds are pledged to pay the cost of mu- 
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nicipal installations, he added, the city though it interferes with the free flow of 


may be unable to abolish curb parking even traffic. 





Notes on Recent Publications 


Tue American Assembly of Columbia Uni- Single copies of “Atoms for Power” 


versity has just released a study entitled 
“Atoms for Power: United States Policy 
in Atomic Energy Development.” The as- 
sembly, established in 1950 by Dwight D. 
Eisenhower, as president of Columbia Uni- 
versity, is a program of conferences which 
bring together business, labor, farm 
groups, the professions, political parties, 
government, and the academic community 
to develop recommendations on issues of 
national concern, 

The assembly’s latest publication on 
atomic energy contains an introduction to 
the subject by Professor Philip C. Jessup, 
the editor of “Atoms for Power.” ‘The 
background of atomic energy development 
is covered by Robert Oppenheimer, fol- 
lowed by a review of the atomic power pro- 
gram in the United States by Oliver 
Townsend, Walter H. Zinn, in a separate 
section, gives an appraisal of the U. S. nu- 
clear power program ; and the relationship 
of American foreign policy with the peace- 
ful uses of atomic energy is discussed by 
Klaus Knorr. The study concludes with a 
statement of findings and recommendations 
reflecting the consensus of the conference 
but not committing any individual to par- 
ticular portions thereof. 

Among the conclusions reached by the 
conference is the view that, considering 
only the national power needs of the United 
States, an extensive program of construc- 
tion of large-scale power reactors in this 
country is not desirable. The study also 
deplores the injection of the public versus 
private power controversy into the atomic 
field. It states: 


. .. During the period of the next years 
when the best than can be expected is 
uneconomic demonstration projects, 
public and private power agencies have 
a common, not a conflicting, interest in 
the program, . .. The necessary govern- 
ment assistance should be available to 
both private and publicly owned power 
agencies without discrimination. 


may be obtained upon request and without 
charge by groups for educational purposes. 
Additional copies are supplied to these 
groups and sold to individuals for $1. Fur- 
ther information on the publication may be 
obtained by writing The American As- 
sembly, Columbia University, New York 
27, New York. 


How to cope with change and uncertainty is 


the theme of “Management in a Rapidly 
Changing Economy,” edited by Dan H. 
Fenn, Jr. Vast changes have taken place 
recently, says Mr. Fenn, who is editor of 
the Harvard Business Review. Russian 
science, sputniks, the recession, “right 
choices by management,” says Business 
Authority Peter Drucker, “are hence 
vital.” 

Dr. Drucker lists such powerful changes 
as big government, heavy military spend- 
ing, growing metropolitanism, more high- 
er education, increasing internationalism, 
and the continuing technological revolu- 
tion, all of which impinge in one way or 
the other on management, And all of which 
require management to make intelligent 
choices. 

Ansel M. Kinney, small businessman 
and head of the Internationa] Register 
Company, talks about the problems of 
smaller businesses in a rapidly changing 
economy. He points out that a business 
that is not a really worth-while economic 
entity, will perish in the long run just like 
the manufacturer of buggy whips unless 
it adapts itself to changing conditions. Fi- 
nancial aspects of adjusting to rapid 
changes are covered by Roy L. Reierson, 
vice president and economist of the Bank- 
ers Trust Company of New York. 

Management is a many-sided affair and 
there is something in this book for almost 
every side. Management cannot eliminate 
change. 

MANAGEMENT IN A RapipLy CHANG- 
ING Economy, published by McGraw-Hill, 
New York, New York. Price, $5. 
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EEI Moves General Office 


HE general office of the Edison Elec- 
tric Institute after April 25th will be 
located at 750 Third avenue, New York 
17, New York, instead of 420 Lexington 
avenue, where the institute has had quar- 
ters since it was organized in 1933. 
Relocation of EEI was made in order 
to house on one floor all departments and 
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The March of 
Events 


activities of the institute with more eco- 
nomic and efficient administration. EE] 
will occupy the sixteenth floor of a 34- 
story building now being completed on 
Third avenue, between 46th street and 
47th street. 

This move will be the first for the in- 
stitute since it was organized twenty-five 
years ago. 


Iowa 


Employees Go Back to Work 


MM” than 800 Iowa Power & Light 
Company employees went back to 
work on April 7th following an agree- 
ment “in principle” between company and 
union officials during a week-end meeting. 

J. F. McLaughlin, vice president and 
general manager of the company, an- 


nounced the end to the work stoppage on 
April 6th. His statement came after the 
two groups finished a 22-hour continuous 
negotiating session earlier in the day. 
The work stoppage began March 28th 
when the company fired thirty-two truck 
drivers who walked off the job March 17th 
in a dispute over taking their trucks 
through the Des Moines testing station. 


Kentucky 


Legislative Action 


donation Chandler recently signed 
into Kentucky law a bill authorizing 
the state public service commission to pur- 


chase gas, on an emergency basis, to re- 


lieve municipal supply shortages. 
Sponsored by Senators Knuckles (Mid- 
dlesboro Republican) and Bassett (Hop- 
kinsville Democrat), the measure was 
prompted by late-winter gas shortages at 
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Middlesboro and other communities. It 
appropriated $30,000 for payment of 
emergency gas supplies procured between 
February 15 and March 20, 1958. 

The governor vetoed another Kentucky 
bill which would have authorized county 
units in that state to permit water districts 
to operate gas distribution systems in more 
than one county. Governor Chandler said 
“It would empower one county to make 
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an unwarranted extension of its authority 
beyond its own border.” 

The governor signed a bill (HB 412) 
setting up new standards covering exemp- 
tions from utility gross receipts taxes. 


Gas Rate Increase Authorized 


HE state public service commission has 
authorized Louisville Gas & Electric 
Company to increase gas rates again to 
compensate for higher wholesale rates. 
The increase ‘will take effect on May bills. 
Requested in January, it will amount to 
about $156,000 annually, according to a 
company spokesman. To the individual 


customer it will average about 1.1 cents a 
month if gas is used only for water heat- 
ing and cooking, 5.6 cents if used only for 
heating, and 6.7 cents if gas is used for all 
three purposes. 

Texas Gas Transmission Corporation, 
one of LG&E’s suppliers, raised its rates 
in January. This, LG&E said, increased its 
annual costs about $167,000. 

Louisville Gas & Electric last Novem- 
ber was permitted to raise gas rates in 
Louisville to produce $1,530,000 more an- 
nually. At the same time it was also al- 
lowed to increase its electric rates $2,168,- 
000 annually. 


Massachusetts 


Highway Legislation Opposed 


8 pomermneeon to a bill to prohibit state 
payments to utilities for costs of 
moving their facilities when highways are 
built was voiced by Thomas M. Joyce of 
the Massachusetts Gas and Electric As- 


sociation at a hearing conducted recently 
by the Massachusetts state legislative com- 
mittee on highways and motor vehicles. 

Joyce said that the $5 million to $10 
million moving costs, if not taken from 
highway funds, would have to be passed 
on to consumers. 


Michigan 


New Natural Gas Line Planned 


AS application filed with the state pub- 
lic service commission early this 
month by the Consumers Power Company 
asked permission to construct a natural 
gas transmission line 85 miles from the 
Overisel natural gas field near Holland to 
near Laingsburg. 

Construction would be divided into two 
phases. The first phase would be to build 
a 24-inch line from Overisel to Woodbury 
in Barry county, a distance of 45 miles. 
Completion is expected this year. 

A company spokesman said this line 
would be used to reinforce existing gas 
supply in the Ionia, Grand Ledge, and 
Hastings areas and to bring natural gas 
to Middleville. He added that completion 


of this line also would improve the com- 
pany’s gas service in the Lansing area by 
relieving existing facilities of loads now 
used in the Ionia-Hastings region. 

The second step of the new project 
would be to continue the line from Wood- 
bury to Laingsburg in Clinton county to 
tie in with the principal north-south gas 
supply line of Consumers. 


Utility Contributions 
Disallowed 


| amen utilities will not be allowed to 
pass on to their customers contributions 
to charity. Ending a two-week argument, 
the state house for the second time recent- 
ly defeated a senate-approved measure 
which would have permitted such dona- 
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tions to be considered as “operating ex- 
pense” in consideration of rate schedules. 

The vote was 41 to 48. The bill had 
been defeated a week earlier by a vote of 
46 to 50. Only unanimous house consent 


could revive it now, it was said. An almost 
identical bill passed the house a year ago 
and died in the senate. This time the sen- 
ate approved the measure but the house 
rejected it. 


New York 


City Transit Pacts Upheld 


+ Be legality of the New York City 
Transit Authority’s 1954 bargaining 
contracts with two unions was upheld re- 
cently by the state’s highest court. The 
court of appeals in Albany ruled unani- 
mously, without giving an opinion, that 
the authority had the right to enter into 
exclusive agreements with the Transport 
Workers Union and the Amalgamated As- 
sociation of Street, Electric Railway, and 
Motor Coach Employees. 

By implication the decision was taken 
as approval also of the agency’s newest 
exclusive-recognition contracts with the 
two unions. Those agreements were 
reached last December and run to the end 
of next year. TWU represents all subway 
workers in the city and the authority’s bus 
employees in Manhattan and Brooklyn. 
The Amalgamated bargains for Queens 
and Staten Island surface employees. 

It was the authority’s policy of dealing 
only with majority unions that pre- 
cipitated last December’s eight-day sub- 


way strike by the Motormen’s Benevolent 
Association. 


Asks Minimum Charge Boost 


Pere geiin Epison ComMPANY has 
filed with the state public service com- 
mission a proposed rate revision that 
would boost to $1 from 80 cents its month- 
ly minimum charge to residential, general, 
and traction customers in New York city 
and Westchester county as of May Ist. 

The minimum charge as it now stands 
and under the new proposed rate covers 
an initial block of 10 kilowatt-hours. 

Consolidated Edison said the requested 
increase would restore the minimum 
charge to the level prevailing in the early 
1930’s. The utility said that when the 80- 
cent minimum was established in 1952, it 
was thought to be about the average sys- 
tem-wide cost of providing service. How- 
ever, in asking for the revision, the New 
York utility said that even the $1 rate 
will fall short of this, owing to rising 
costs. 


Rhode Island 


Assembly Approves Tax Relief 
bie relief sought by the United 

Transit Company, estimated to range 
in the vicinity of $100,000, was given 


final approval by the state general as- , 


sembly this month and was awaiting only 
the governor’s signature. 

The house concurred in a minor amend- 
ment by the senate, and gave concurrent 
passage, to a bill which cancels more than 
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$350,000 in state taxes assessed since 
1953 against the transit company as a 
street railway. The utility will become sub- 
ject, instead, to the state corporations tax 
for the years in question, which has been 
loosely estimated as around $250,000. 

The senate amendment which required 
house approval merely made clear that the 
tax adjustment does not apply to the year 
1952. 
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Trends and Topics 


Return Allowance Reflecting Attrition Factor 


Ov method of coping with the attrition problem is to allow a rate of return 
above that which would be considered reasonable if there were no attrition 
factor. The Virginia commission, in the Chesapeake & Potomac Telephone 
Company case (21 PUR3d 239), said that the company had forcefully pointed 
out that the higher cost of new and replacement plant resulted in a consistent 
and almost constant decline in its rate of earnings. It had demonstrated this 
both statistically and graphically. The result was that the company never was 
able to earn for a substantial period the level of return contemplated by the 
commission, and rate cases followed one after another. The commission believed 
that an allowance should be made for the attrition factor and fixed the rate at 
6.38 per cent. 

Some other commissions have mentioned attrition as a factor in fixing the 
rate of return. The Nebraska commission recognized the attrition of earnings 
resulting from replacements and additions to plant at high-cost levels in fixing 
rates for the Northwestern Bell Telephone Company. It then allowed rates to 
yield a return of between 6.2 per cent and 6.5 per cent on a book cost rate base 
and a return of 4.64 per cent on the reproduction cost rate base (19 PUR3d 
233). 

The New Hampshire commission, in the New England Telephone & Tele- 
graph Company rate case, said that historically the rate of return of the com- 
pany had slowly but steadily declined because of expansion and rising costs on 
nearly all replacements of plant. This was termed attrition. Recognizing this 
condition and that a fair rate of return should be somewhat above the cost of 
capital, the commission found that the minimum fair rate of return was 6.2 per 
cent (21 PUR3d 195). 


Specific Allowance for Attrition 


In a few cases, instead of merely giving weight to attrition, the commission 
has made a specific addition to the fair rate of return. Three recent cases in 
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California may be noted as examples. The commission, in fixing rates for 
Southern California Gas Company, allowed revenues which would produce a 
return of 7.25 per cent but which, it was expected, would decline to 6.75 per 
cent in the immediate future because of inflation, constant population increases, 
and new plant facilities to be put in operation during the full first year after 
the rate increase. Analysis of the company’s earnings over the past several years Th 
disclosed a definite and constant decline in the rate of return to the point that arrivi 
the applicant seldom, if ever, had been able to earn the rate of return found by missi 
the commission to be fair and reasonable (21 PUR3d 1). A trend allowance origi 
was also included in the Southern California Edison Company’s rate of return the d 
in order to allow for attrition factors. A return allowance of 6.37 per cent by th 
included an attrition offset factor of .12 per cent so that a return of 6.25 per prodt 
cent might be earned (21 PUR3d 15). Similarly, the commission, in the Pacific omy, 
Gas and Electric Company case, allowed a return of 5.75 per cent which ae 
included an attrition offset factor so that a return of 5.55 per cent might be woul 
earned (21 PUR3d 48). neve! 
The Idaho commission allowed a telephone company increased rates which price 
would produce a rate of return of 6.88 per cent on the rate base for the preced- argu 
ing year, but expected to diminish to a rate of return of about 6.5 per cent in the c 
the current year (20 PUR3d 523). to e 
The Ohio commission, in allowing a 6 per cent return to a telephone com- com 
pany, said that this was higher than the commission had been allowing in recent the « 
cases and was .15 per cent more than the cost of capital. One of the circum- 
stances influencing the commission was the long delay in processing the case 
and the upward trend in money rates (17 PUR3d 1). 





Review of Current Cases 


Fair Value Increment in Recognition of 
Attrition and Regulatory Lag 


HE Maryland commission added a 

fair value increment to a telephone 
company’s depreciated net original cost 
value of plant, including materials and 
supplies, in recognition of the factors of 
“attrition” and “regulatory lag.” In- 
creased rates authorized would produce a 


return of 6.25 per cent, which the commis- , 


sion considered reasonable. 

Attrition, pointed out the commission, 
is the lessening or diminution of a rate of 
earnings caused by the addition of invest- 
ment in plant at a cost higher than the cost 
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per unit at the time rates were last estab- 
lished. It results directly from the fact that 


~ additions to plant at higher than average 


unit cost produce a new unit cost greater 
than the old while the rate of return is 
related to, but not established upon, the 
old cost per unit. 

Another element adversely affecting the 
company’s rate of return during the period 
of decline is the delay in obtaining relief 
after application has been filed. This delay 
is known as “regulatory lag” and, al- 
though not as serious in its effect upon the 
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company’s declining rate of return as attri- 
tion, is still a factor that cannot be 
ignored. 


Trended Cost 


The company had contended that, in 
arriving at a fair value rate base, the com- 
mission should adopt one utilizing trended 
original cost. In the commission’s opinion, 
the determination of a rate base arrived at 
by the use of either “‘trended costs” or “‘re- 
production costs’ would, in today’s econ- 
omy, allow the company to reap a return 
on dollars never invested in plant and 
would require customers to pay for dollars 
never spent. In a reverse situation, with 
prices and costs declining, it could be 
argued that it would be equally unfair to 
the company to use either of these methods 
to establish a rate base, pointed out the 
commission. The result would be to deny 
the company a return on dollars actually 
invested in plant. 

The commission did not believe that a 
proper rate of return could be arrived at 
by the use of any fixed formula. In the 
light of existing economic conditions, 
guidance by courts and other regulatory 
bodies, and consideration of the evidence 
presented, the commission had to deter- 
mine a “reasonable return’’ by the exercise 
of its best judgment. 


Extension of Toll-free Areas 


The case had aroused considerable pub- 
lic interest by virtue of the company’s pro- 
motional efforts. Newspaper advertise- 
ments had heralded the company’s pro- 
posal to extend toll-free calling areas in 
102 of its exchanges in the state. By em- 
phasizing the proposal to widen calling 
areas, and playing down the rate increases 


& 


by terming them “rate adjustments,” sub- 
scriber interest had been stimulated in sec- 
tions where additional calling privileges 
were believed to be of particular value. 
The commission noted that the interest 
had been increased by the aggressive cam- 
paign to secure endorsements. 

The commission commented that exten- 
sion of toll-free calling areas was not a 
new feature of telephone service in Mary- 
land. Such extensions had been made 
piecemeal throughout the state over a 
number of years, although this was the 
first occasion that statewide changes had 
been proposed in such magnitude. There 
was little doubt that most of the proposed 
extensions would become necessary and be 
put into effect over a period of years, even 
should the commission deny the com- 
pany’s proposal. The plan, however, ap- 
peared to the commission to be an acceler- 
ation of an eventual service development, 
and was authorized. 

Modern communications of all type, 
widespread ownership of automobiles and 
high-speed highways, pointed out the com- 
mission, have all contributed to the widen- 
ing of spheres of social, business, and com- 
munity interest. Areas once considered 
relatively remote are now regarded as be- 
ing only minutes away. Rapid and exten- 
sive suburban development has expanded 
metropolitan and community influences in 
service. All of these factors have contrib- 
uted to the “shrinking of distances” To 
render to such expanding communities 
and metropolitan areas a type of telephone 
service equal in effect and function to that 
formerly furnished, the commission 
deemed it essential to accept the company’s 
proposal. Re Chesapeake & P. Teleph. Co. 
of Maryland, Case No. 5537, Order No. 
53248, February 11, 1958. 
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Current Value Increment Added to Book Cost 


HE Minnesota commission, in author- 

izing a telephone company increased 
rates which would produce a return of 5.8 
per cent, added a current value increment 
to the company’s book cost. The commis- 
sion commented that it was a fair adjust- 
ment to recognize current value for the 
company. 


Gross book cost at the end of the test 
period was $32,714. The increment added 
for current value was $8,178. The com- 
mission then deducted $11,325 for depre- 
ciation reserve, and added $570 for mate- 
rials and supplies, and $565 for cash 
working capital. Re Akeley Teleph. Co. 
M-4248, February 10, 1958. 


End-of-year Rate Base Used 


a Massachusetts commission, in 
computing the amount a telephone 
company was entitled to earn on the basis 
of its decision to allow a 6.45 per cent 
return, used end-of-year figures, eliminat- 
ing any allowance for cash working capi- 
tal. 

The court had directed the commis- 
sion, in a previous case, to base rate- 
making decisions on latest data available. 
Since more than a year had elapsed since 
the “test year” figures, the commission did 
not think that strict adherence to test year 
figures would produce adequate results. 

The commission discussed at length evi- 
dence relating to cost of capital. Since the 
debt ratio has a profound effect on the 
appropriate rate of return, commented the 
commission, judgment has to be exercised 
on the question. Debt ratio is not solely a 
matter of management discretion. No evi- 
dence had been presented in the case to 
persuade the commission that the 45 per 
cent debt ratio previously used was in- 
appropriate. 


Electric Industry Data 


Reference had been made by a witness, 
to the rate of return on common stock in 
the electric utility industry. While it is 
true that the electric industry and the tele- 
phone industry compete in the market for 


capital, pointed out the commission, they 
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do not do so on the same basis. Electric 
utilities generally have debt, preferred 
stock, and common stock, the latter being 
in the ratio of 35 per cent. The telephone 
industry in general has no preferred stock 
and the ratio of common stock found to be 
reasonable, is 55 per cent. Data with re- 
spect to the electric industry cast little 
light on the cost of equity capital to a 
subsidiary telephone company, the com- 
mission said. 

The commission found that a fair rate 
of return should be not less than 6.39 per 
cent and not more than 6.5 per cent, and 
that the appropriate rate of return in the 
instant case should be 6.45 per cent. The 
composite cost of capital had been deter- 
mined to be 6.39 per cent (the composite 
cost of debt 1.74 per cent and the com- 
posite cost of equity 4.65 per cent). 

The commission made it clear that it 
did not regard the 6.39 per cent composite 
cost-of-capital figure as a “bare bones” 
figure. 

Nevertheless, the fair rate of return 
need not coincide with the cost of capital, 
even where that is liberally estimated. 
Some margin ought to be allowed for pos- 
sible slight errors in estimate and projec- 
tions. 

The company had contended that the 
return allowance authorized should give 
recognition to the factor of attrition. The 
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commission, however, concluded that no 
attrition could be expected for the year 
1958, so no provision for the same was 


made in the order. Re New England 


Teleph. & Teleg. Co. DPU 12107, DPU 
12151, January 30, 1958. 


Rate of Return Takes Account of High Capital Cost, 
Low Debt Ratio, and Questionable Expenses 


ee STaTES TELEPHONE & 
TELEGRAPH CoMPANY, showing 
that it had not been able, in the face of 
rising costs, to earn the rate of return au- 
thorized in a rate proceeding in 1955, won 
approval from the Idaho commission to 
increase rates again. The commission au- 
thorized somewhat lower rates than those 
requested, allowing a return of 6.35 per 
cent on an original cost less depreciation 
rate base. It rejected present value as a 
rate base. 

The Modified Phoenix Manual of 
Separations, as revised in 1957, was used 
to separate intrastate from interstate prop- 
erty. 

New rates were authorized on a state- 
wide basis, with classification of ex- 
changes. The company was directed to 
maintain records to show when an ex- 
change moves from one group to another 
by reason of increase or decrease of cus- 
tomers. 


License Agreement 


Under a license contract agreement 
with the parent company, American Tele- 
phone and Telegraph, Mountain States re- 
ceives benefits in research, assistance in 
construction and maintenance, and advice 
in accounting, tax, personnel, financial, 
and legal matters. The cost of this service 
is based on a charge of one per cent of the 
company’s local and long-distance tele- 
phone revenues. 

The commission regarded this method 
of determining the charge erroneous. It 
gives no consideration to the value of the 


service or to the cost of rendering it. It 
permits this item of expense to fluctuate 
with each change in revenues without any 
regard to value or costs. Because of lack 
of evidence, however, the commission 
could not prescribe a suitable method of 
determining a proper charge. It was de- 
cided, therefore, to dispose of the item by 
taking it into consideration in the return 
allowance. 


Rate of Return 


The company presented testimony that 
it should be permitted to earn at least 7 
per cent, citing the present high cost of 
capital. A staff witness contended that the 
company’s need for increased earnings 
could be reduced if its abnormally low 
debt ratio were increased to 40 or 45 per 
cent. 

The commission, while disclaiming 
any intention of assuming management 
functions, expressed the opinion that the 
company could carry a higher debt ratio 
without being unnecessarily burdened in 
its future capital requirements. 

In allowing the 6.35 rate of return, the 
commission took into account the low debt 
ratio, high capital cost, and the question- 
able expense under the license agreement. 
A contention that rates should be held 
down because of low farm income in the 
operating territory was rejected. Rates for 
telephone service cannot be predicated on 
the level of farm income, said the commis- 
sion. Re Mountain States Teleph. & 
Teleg. Co. Case No. U-1000-5, Order No. 
4664, March 13, 1958. 
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Free Maintenance of Appliances May Be Discriminatory 


ih pe a showing of rising costs and 
plant additions, the Connecticut com- 
mission approved a rate increase for the 
Hartford Gas Company estimated to pro- 
vide a rate of return of 5.2 per cent. The 
new rates are a part of a plan for a simpli- 
fication of the company’s rate structure. 
Further revision will be undertaken in 
1959 when the company will discontinue 
distributing manufactured gas and will 
supply straight natural gas. 

A substantial item appeared for free 
maintenance and repair of customers’ ap- 
pliances. The company regards this serv- 
ice as its most effective promotional tool. 
It asserted that the service is, in effect, 
sales promotion which is vital to the con- 


ze 


tinued growth of the gas business. 
The commission directed the company 
to reappraise its policy with respect to this 
free service and to be prepared to justify 
it in any future rate proceeding. Since the 
item was not a direct issue in this case, 
the commission merely observed that it 
appeared to constitute discrimination be- 
cause of the lack of uniformity of accept- 
ance by customers. The commission 
thought this item could be substantially 
reduced for the benefit of all ratepayers if 
the cost of providing the service were 
borne by those receiving it and not in- 
voluntarily thrust upon all of the com- 
pany’s customers. Re Hartford Gas Co. 
Docket No. 9610, March 17, 1958. 


Telephone Conversion to Dial Operation Approved 
Despite Subscriber Opposition 


A TELEPHONE company furnishing 
“switcher service” in a rural area 
was authorized by the Missouri commis- 
sion to borrow funds from the Rural Elec- 
trification Administration to finance con- 
version to dial operation despite subscriber 
opposition. Those opposing the plan said 
that the cost of the service, $3.85 per 
month for residence service, was too high 
and that they were satisfied with existing 
service despite its inadequacy. 

Being familiar with the manner in 


which switcher lines are maintained and - 


with the character of such service, the 
commission said that it was almost incon- 
ceivable that there would be opposition to 
the character of improvement proposed by 
the company. In this age of modern living, 
with electricity and other conveniences in 
demand on a farm as well as in the city, 
the commission found it difficult to under- 
stand why the telephone should not be 
likewise important and why it should not 
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be the kind that can be depended upon. 
The commission pointed out that while 
the telephone was formerly classified as a 
luxury, today it is one of our most impor- 
tant necessities. A large percentage of 
business is conducted daily over the tele- 
phone. 

Many important transactions can be 
made within a few minutes which with- 
out the telephone would require hours or 
days. 

Much improvement was needed to make 
the service good. When additional money 
is expended for that purpose it will neces- 
sarily result in increased rates. The com- 
mission concluded that when it is neces- 
sary to rehabilitate a telephone system that 
is old and out of date, it is economical to 
do a first-class job. 

There was some testimony to the effect 
that bad feeling existed between company 
officers and some subscribers, as well as 
between certain persons residing in the 
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area, and that this was somewhat re- 
sponsible for the controversy. The com- 
mission said that if such condition existed 
it would be for the best interest of the 
community to have that corrected as 


e 


quickly as possible. Co-operation would 
be beneficial, whereas discord and ill will 
would be detrimental to the community. 
Re Concordia Teleph. Co. Case No. 13,- 
824, February 19, 1958. 


Residential Use Exempted from Surcharge for Water for 
Nonconservant Air Conditioning 


, p Wisconsin commission authorized 
the city of Milwaukee, as a water 
utility, to apply surcharge rates for water 
used for nonconservant air conditioning, 
excluding installations of 3 tons or less. 
By this limitation the commission in- 
tended to exempt residential units from 
the surcharge. It observed that the admin- 
istrative cost in connection with residen- 
tial units (which are generally of 3 tons 
or less) would make the application of an 
additional demand charge for air condi- 
tioning impracticable. Moreover, some 
residential units provide for the use of dis- 
charged water for lawn sprinkling. 
Seasonal use of water for air condition- 
ing is limited to the summer months and 


& 


coincides with established peaks created by 
lawn sprinkling. The annual load factor 
of customers using nonconservant air con- 
ditioning is low. But because it coincides 
with established peak demands, the addi- 
tional load for air conditioning would re- 
quire the utility to increase its production 
capacity. 

The cost of providing this additional 
capacity should be borne by the cus- 
tomers served by it, said the commission. 
It would be unreasonable to increase rates 
to all the utility’s customers in order to 
provide facilities to meet a special demand 
for water of a relatively few customers. 
Re City of Milwaukee, 2-U-4641, Febru- 
ary 17, 1958. 


Denial of Certificate on Finding of No Need Upheld 


fone Kansas City court of appeals held 
that the commission had not acted 
arbitrarily in finding no need for an addi- 
tional carrier and in denying an applica- 
tion for a certificate for authority to op- 
erate intrastate as a freight-carrying com- 
mon carrier in the transportation of fluid 
milk and other dairy products. The only 
test, pointed out the court, is whether a 
carrier already in the field is rendering, or 
is ready, willing, and able to render, serv- 
ice which it is supposed to render under 
the authority granted by the commission. 
The commission’s conduct in suggesting 
that under the circumstances of the case 
a tender of business to existing carriers 


should have been made by a shipper, 
testifying in support of the applicant, was 
not arbitrary. 


Pre-emption of Field 


Appellants contended that the Agricul- 
tural Adjustment Act pre-empted the field 
and precluded the commission from exer- 
cising jurisdiction. The court did not 
agree. The Agricultural Adjustment Act 
was not intended to so occupy the entire 
field concerning economic factors affecting 
marketing conditions of milk, including 
transportation and cost, so as to pre-empt 
the field. 

Another contention was that a carrier 
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of fluid milk from a processing plant to a 
bottling and pasteurizing dairy was 
exempt from commission regulation under 
a statute providing that commission juris- 
diction shall not apply to motor vehicles 
while being used exclusively to transport 
farm or dairy products from a farm or 
dairy to a creamery or other original stor- 
age or market. The court answered that the 


e 


word “dairy,” as used in the statute, 
means a farm concerned with farm prod- 
ucts generally or a farm that is concerned 
with production of milk, butter, and 
cheese. Therefore, the carrier was not ex- 
empt, under the statute, from regulation. 
Missouri ex rel. Smithco Transport Co. 
v. Missouri Pub. Service Commission, 307 
SW2d 361. 


Contract Carrier Permit Comprehends Contract 
Transportation of Industrial Workers 


A application filed by a contract bus 
operator seeking an extension of its 
permit in order to transport industrial em- 
ployees to and from their place of employ- 
ment was dismissed by the New York 
commission. The commission held that the 
requested authority was included in the 
carrier’s existing permit. 

The employee transportation was to be 
conducted along a specified city route to 


the employer’s plant, and the carrier would 
receive a stated remuneration per round 
trip. The operation is a contract carrier 


e 


service, said the commission, not an omni- 
bus service. 

An opposing carrier challenged the 
validity of the commission’s original order 
granting the existing permit on the ground 
that adequate notice of the application on 
which the order was based had not been 
given. Such a collateral attack was not per- 
mitted. The challenge would have to be 
made, if at all, in a separate petition to 
the commission. Re Koftoff (Crestline 
Coach Co.), Case 20630, February 18, 
1958. 


Exclusive Review Jurisdiction over FPC Order 
Continues over Remand Proceedings 


HE federal court of appeals for the 
ninth circuit dismissed a petition 
under § 313(b) of the Federal Power Act 
for review of a Federal Power Commis- 


sion order entered upon remand of a rate 


proceeding after review by the court of 
appeals for the District of Columbia cir- 
cuit. The remand proceedings by the com- 
mission had to do with the same parties 
and the same general controversy that 
were previously before the court, though 
the commission did determine some new 
issues on remand. 

The original order upheld as reasonable 
a rate increase filed by Pacific Gas and 
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Electric Company without the consent of 
Sierra Pacific Power Company, a pur- 
chaser under a contract filed with the com- 
mission. The U. S. Supreme Court agreed 
with the court of appeals for the District 
of Columbia circuit that the new filing was 
ineffective to supersede the contract rates. 
The case was remanded to the commission 
for further proceedings. 

The remand proceedings were consoli- 
dated with a complaint by Sierra alleging 
that Pacific Gas and Electric was unlaw- 
fully continuing to bill Sierra at the higher 
rate. The commission issued a cease-and- 
desist order. Also considered was an issue 
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of whether the filed contract was one for 
a fixed or changeable rate. 


Exclusive Review Jurisdiction 


The court observed that it could hardly 
avoid an evaluation of the decision of its 
sister court if it undertook a review of 
the new commission order. This would be 
wasteful of court energy and would in- 
volve the hazard of confusion and discord 
between the two courts concerning essen- 
tially the same controversy. It would en- 
courage the practice of “forum shopping,” 
said the court, which is inimical to sound 
judicial administration. 

The object sought to be accomplished 
by the exclusive venue and jurisdiction 
provisions of the Federal Power Act re- 


= 


lating to review is to conserve court re- 
sources and avoid judicial conflicts involv- 
ing the same parties and controversies. To 
this end, the court of appeals, which gains 
exclusive venue and jurisdiction to review 
a particular order, retains it as to further 
orders issued upon remand in the same 
proceedings and involving the same par- 
ties, subject matter, and controversy. The 
fact that the remand in this case was by 
the direction of the Supreme Court would 
not require a different conclusion. 

It was held that the court of appeals for 
the District of Columbia circuit had exclu- 
sive jurisdiction and venue to review the 
new commission order. Pacific Gas & E. 
Co. v. Federal Power Commission et al. 
No. 15,773, February 14, 1958. 


REA Loans Subject to Commission Approval 


i iene Indiana commission has ruled that 
corporations organized under the In- 
diana Rural Electric Membership Corpo- 
ration Act must obtain commission ap- 
proval before incurring any indebtedness, 
including loans from the federal govern- 
ment through the Rural Electrification 
Administration. Henceforth such member- 
ship corporations, which were declared to 
be public utilities, will be subject to the 
same requirements in this regard as apply 
to other public utilities in the state. 

The Public Service Commission Act 
provides that no public utility shall en- 


= 


cumber its property or business without 
first securing approval from the commis- 
sion. For a number of years membership 
utilities have been obtaining REA loans 
without commission approval. It was de- 
cided that these loans would not be re- 
garded as unlawful or subject to penalty 
for failure to obtain approval, since the 
commission had not asserted jurisdiction 
and both borrower and lender had acted in 
good faith. But future REA loans will be 
subject to such approval. Re Rural Elec- 
trification Administration Loans, Ex 


Parte No. 27605, March 7, 1958. 


Uniform Rates Not Required in County Served by 
Two Related Electric Companies 


i jes Missouri commission dismissed a 
complaint of rate discrimination filed 
by customers of Missouri Edison Com- 
pany for service in St. Charles county. 
Missouri Edison is a subsidiary of Union 
Electric Company and serves mostly rural 


areas of the county. Union Electric also 
supplies service in St. Charles county, 
though in urban areas and at lower rates. 
The complainants contended that the two 
companies should be treated as a single 
supplier for the purpose of establishing 
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uniform rates in St. Charles county. 

Missouri Edison obtains energy from a 
company which is in turn supplied by 
Union Electric. Under a wholesale con- 
tract approved by the Federal Power Com- 
mission, Union Electric earns a return of 
5.36 per cent on a net original cost rate 
base. The state commission observed that 
this return could not be considered exces- 
sive. 


Comparative Customer Density 


The complainants presented informa- 
tion as to the population per square mile 
in support of their claim to uniform rates. 
However, population does not necessarily 
provide a reliable economic basis for ana- 
lyzing the cost of serving the area, said 
the commission, such as may be found 
from a study of the number of customers 
per square mile, the kilowatt-hour sales 
per square mile, and the revenues per 
square mile. Missouri Edison has experi- 


e 


enced a much greater cost for transmission 
and distribution and for customers’ ac- 
counting and collection than has Union 
Electric. 

Union Electric, which serves urban 
areas of St. Charles county, enjoys a much 
greater customer density than the rural 
areas served by Missouri Edison afford. 
A very considerable customer-density dis- 
parity also exists between the companies 
with respect to other territory served by 
them outside the county. If Missouri Edi- 
son were required to reduce its rates in 
St. Charles county, the question would 
arise why such reduced rates should not 
apply to customers in other counties where 
the company’s customer density is sub- 
stantially the same as in St. Charles 
county. The commission held that the 
complainants had failed to prove their 
position. Consumers v. Missouri Edison 
Co. et al. Case No. 13,449, March 13, 
1958. 


Altered Factors Justify Reassessment 


HE Pennsylvania superior court af- 
firmed a commission order which had 
modified a previous order assessing grade 
separation costs against a railroad. In allo- 
cating the cost of a crossing improvement 
project, held the court, the commission 
could recognize the fact that federal funds 
were used and could consider conditions 
applicable to the use of such funds. 
There was no showing that the commis- 
sion had acted solely on the basis of the 
fact that federal funds were used or that 
it had considered itself bound by federal 
regulation to relieve the railroad of liabil- 


Se 


Correct Judgment, Despite 


’ I ‘ue Kansas supreme court upheld a 
lower court’s reversal of commission 
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ity to the extent it had. The commission 
was justified in holding that substantially 
altered factors, including the availability 
of federal funds and the fact that costs 
were materially less than estimated, should 
relieve the railroad of a portion of the cost. 

The court pointed out that the commis- 
sion has the power to rescind or amend an 
order provided there is adherence to fun- 
damental principles of fairness and to 
constitutional guaranties of due process. 
Pennsylvania Dept. of Highways v. Penn- 
sylvania Pub. Utility Commission, 138 
A2d 143. 


Erroneous Reasoning, Upheld 


orders granting extensions of existing 
routes to two motor carriers. Despite the 





fact th 
reversa. 
give ex 
time to 
applica: 
erronec 
firmed 
furnish 
ably | 
pointec 
merely 
arrivin 
The 
utes, S 
issuan' 
necess 
relatec 
carrie! 
grante 
tion, < 
a mot 


Aero’ 
ceedit 
into 

boare 
ings 

the « 
deni¢ 
appli 


PROGRESS OF REGULATION 


fact that the lower court had based its 
reversal upon the commission’s failure to 
give existing motor carriers a reasonable 
time to provide the service offered by the 
applicants, which the court found to be 
erroneous reasoning, the reversal was af- 
firmed on the ground that service being 
furnished by existing carriers was reason- 
ably adequate. A correct judgment, 
pointed out the court, will not be set aside 
merely because of erroneous reasoning in 
arriving at it. 

The lower court had confused two stat- 
utes, said the court. The first related to the 
issuance of certificates of convenience and 
necessity to motor carriers and the second 
related to regulatory powers over motor 
carriers to whom certificates had been 
granted. Each has its own sphere of opera- 
tion, and the provision of the second that 
a motor carrier should be given time to 
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provide adequate service before revocation 
of an existing certificate is inapplicable 
to the first, as to the issuance of a certifi- 
cate. 

The commission was not required, prior 
to granting a new certificate for a service 
extension, to give existing motor carriers 
a reasonable time to provide the service 
offered by the applicant. However, if the 
commission finds that public convenience 
and necessity will be promoted by a certifi- 
cate application or an application for an 
extension, the application should be 
granted unless the evidence discloses that 
the service furnished by existing transpor- 
tation facilities is reasonably adequate. 
The records showed that existing service 
was adequate in the cases under review. 
Eurton (Peter Rabbit Motor Freight) v. 
Kansas State Corp. Commission, 319 P2d 
174. 


Exclusion of Third Application in Consolidated CAB 
Hearing Not Error 


, ’- United States court of appeals 
dismissed a petition to review a Civil 
Aeronautics Board order entered in a pro- 
ceeding on a city’s application for inquiry 
into its need for additional service. The 
board had consolidated into the proceed- 
ings two airlines’ applications to provide 
the city with additional service but had 
denied the consolidation of a third airline’s 
application on the ground that it was not 
mutually exclusive with the others. 

The court held that the board’s action, 
in excluding the third airline from the con- 
solidated proceeding, had sufficiently com- 
plied with requirements regardmg hear- 
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ings where applications are claimed to be 
mutually exclusive, since the board had 
indicated that the third airline would be 
given a fair opportunity to establish that 
the granting of the other applications 
would preclude the granting of its applica- 
tion. 

The board had also pointed out that it 
would grant comparative consideration to 
the three applications if mutual exclusiv- 
ness were shown. The court denied review, 
without prejudice to the third airline’s 
right to petition at a later time. National 
Airlines, Inc. v. Civil Aeronautics Board, 
249 F2d 13. 


Investigation of Taxicab Operating Methods 


: i ‘ne Pennsylvania superior court, in 
reviewing a commission proceeding 
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that had been instituted to investigate the 
financial condition and operating methods 
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of a taxicab company, affirmed the order 
in part. The company had established a 
“single incentive plan,’ under which its 
drivers purchased their own taxicabs and 
also purchased gas and oil. This resulted 
in reduced waste, destruction, and number 
of accidents, and a decrease in operating 
costs without any reduction in efficiency. 

The court held that the evidence did not 
justify that part of the commission’s order 
directing the company to pay all costs in 
performing its carrier service and pro- 
hibiting it from entering into any agree- 
ment with drivers whereby the drivers, as 
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a condition of employment, would be re- 
quired to pay a sum to the company on 
account of the purchase of the taxicab. 

That part of the order directing the 
company to cease from allowing its driv- 
ers to operate on their own schedules or 
preferences as to the time and place of 
operation, and requiring the company to 
supervise and control regular periods of 
operation in areas within which the taxi- 
cab should operate, was held justified by 
the evidence. Peoples Cab Co. v. Pennsyl- 
vania Pub. Utility Commission et al. 137 
A2d 873. 


Alternative Transportation Justifies Removal of 
Passenger Trains 


HE Nebraska supreme court ruled 
that the state commission acted arbi- 
trarily and unreasonably in denying a rail- 
road permission to discontinue specified 
passenger trains being operated at a sub- 
stantial loss, where adequate alternative 
transportation facilities were available. 
The fact that some inconvenience would 
result to a few individuals as a conse- 
quence of discontinuing rail passenger 
service is not controlling, the court de- 
clared. It is the necessity of the public as 
distinguished from individuals that must 
receive the first consideration. 
But neither is financial loss the control- 
ling factor. Protestants pointed out that 
the company had an overall profit during 


HE Pennsylvania commission dis-, 


missed a complaint by the Eastern 
Bituminous Coal Association that east- 
bound intrastate rail rates were unjust 
and unreasonable. The records rebutted 
any contentions that the rail rates con- 
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v 
Pennsylvania Bituminous Coal Rail Rates Found 
Reasonable 


the years immediately prior to the filing of 
the discontinuance application. 

A common carrier has the obligation to 
furnish service necessary to meet the pub- 
lic needs. It must also operate efficiently 
and economically. However, a railroad is 
not required to operate trains at a loss if 
public convenience and necessity do not 
demand it. This is the controlling factor, 
said the court. The evidence showed that 
other common carriers in the area could 
adequately meet the public need for the 
rail passenger service proposed to be dis- 
continued. In these circumstances the 
court was compelled to reverse the com- 
mission. Re Chicago, R. I. & P. R. Co. et 
al. 87 NW 2d 616. 


tributed to the loss of traffic now replaced 
by residual fuel oil, natural gas, and diesel 
locomotives, pointed out the commission, 
and dramatically illustrated the impossibil- 
ity of meeting such competition by a re- 
duction in freight rates. 
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Rate Differentials 


The commission had some interesting 
comments on rate differentials. There is 
little difference, the commission said, in 
the fundamental purpose for the estab- 
lishment of rate differentials and origin 
in destination grouping. In either case, the 
objective is to permit different producers 
to compete in a common market and a 
market to avail itself of the production 
from competing producers. The ideal dif- 
ferential is one that will achieve this result 
without placing chains around competitive 
endeavors or imposing undue financial 
burdens upon the carriers. 


Governing Rules 


There is no one rule or set of rules by 
which the degree of the differential may 
be determined with mathematical exacti- 
tude. A differential must not afford too 
much “free” transportation; yet it must 
not be constructed on mileage alone. A 
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differential, once installed as a missionary 
proposition to achieve a wholly laudable 
objective, and continued for many years 
as a part of a rate structure, does not con- 
fer upon those benefited thereby any 
“grandfather” right to a continuance. 

A differential should not permit one 
segment of production to dominate a 
market, nor should it deny a producer the 
benefits of efficient operation by under- 
writing inefficiencies of competitors. Just 
as its purpose is not to give the coup de 
grace to a dying industry, its effects 
should not foreclose the reaping of lawful 
benefits from courageous employment of 
risk capital. 

The closest one can come to formulating 
a rule is to state that the amount of the 
differential must be a judgment figure. 
The regulatory body must sift and sort 
and probe data presented until a judgment 
is evolved and its implementation is de- 
creed. Re Eastern Bituminous Coal Asso. 
C. 16031, C. 16146, January 6, 1958. 


Omission to Suspend Rates Not Reviewable 


A FEDERAL district court dismissed as 
premature an action by a water car- 
rier to enjoin reduced rail rates permitted 
by the Interstate Commerce Commission 
to become effective without suspension de- 
spite protest by the water carrier. The 
commission’s decision not to suspend the 
rates, said the court, was necessarily only 
a preliminary determination. The plain- 
tiff’s remedy would be to proceed by for- 
mal complaint to the commission as pro- 
vided by § 13 of the Interstate Commerce 
Act. ; 


e 


Since administrative remedies had not 
been exhausted, the court had no review 
jurisdiction. 

The court observed that the Interstate 
Commerce Act does not provide for judi- 
cial review of commission action in declin- 
ing to suspend the operation of new rate 
tariffs under § 15(7) of the act. Nor does 
the Administrative Procedure Act author- 
ize such review. Rather, it preserves the 
doctrine of exhaustion of administrative 
remedies. Coastwise Line v. United States 
et al. 157 F Supp 305. 


Obligation to Serve Not Obviated by Ordinance 


; | ‘HE Wisconsin commission directed a 
municipal water plant to extend serv- 
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ice to an applicant located just outside 
municipal limits. An ordinance restricting 
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service to premises within the city limits 
was held not to have obviated the plant’s 
obligation of service to the area. 

An obligation of service can be acquired 
in any one of three ways, pointed out the 
commission. 

A public utility may acquire an in- 
determinate permit, or agree to an express 


contract to serve, or do acts from which an 
intention to serve may be inferred. Here, 
the record indicated that the city assumed 
an obligation to serve the area in question 
by virtue of having served persons in the 
area before and after passage of the ordi- 
nance. Re City of Shawano, 2-U-4895, 
February 3, 1958. 


Commission Jurisdiction over Crossing Reconstruction 


HE Missouri commission held that its 
jurisdiction over crossings included 
the repair, alteration, relocation, and re- 
placement of existing crossings. Jurisdic- 
tion is not affected by the erection of a 
crossing before the creation of the com- 
mission, or by contracts between parties 
respecting the cost or future maintenance 
of any crossing. 
The commission ordered that a railroad 
should replace an old bridge with a new 
one 20 feet in width, so designed or lo- 


cated that if future needs required a 40- 
foot width, the bridge could be widened 
or a new parallel bridge erected by the 
railroad. 

The commission further concluded that 
the city should bear one-third of the cost 
of the new structure, which cost was to 
include reimbursement, if any, to utility 
companies for the cost of realignment of 
facilities. City of Bellefontaine Neighbors 
v. Chicago, B. & Q. R. Co. et al. Case No. 
13,396, February 13, 1958. 





Other Recent Rulings 


Commission’s Public Trust. The Cali- 
fornia commission, in denying a rehear- 
ing in a telephone rate case, commented 
that it represents the public interest in the 
field of regulation, and the fact that a 
disappointed party makes unfounded 
charges in a petition for rehearing re- 


specting commission action is no proof: 


that the commission has failed to dis- 
charge its public trust. Re Pacific Teleph. 
& Teleg. Co. Decision No. 56048, Appli- 
cation No. 39309, Case Nos. 5974, 5983, 
January 7, 1958. 


Refund Records. The California com- 
mission ordered four telephone compa- 
nies, which had been authorized to in- 
crease rates, to keep appropriate records 
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which would reflect the increases paid to 
each of them by each of their customers, 
pending outcome of judicial review pro- 
ceedings, so that, in the event of an ad- 
verse determination by the reviewing 
court, the increases could be refunded to 
customers with interest at the rate of 6 
per cent per annum. Re Pacific Teleph. & 
Teleg. Co. et al. Decision No. 56109, Ap- 
plication No. 39309, Case Nos. 5974, 
5983, January 17, 1958. 


Rate Increase to Offset Supply Cost. 
The California commission granted a gas 
company a rate increase to offset a supply 
cost increase put into effect by a pipeline 
company pending final determination by 
the Federal Power Commission, but the 
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increase was made subject to refund de- 
pending upon the outcome of the federal 
action. Re Southern California Gas Co. 
Decision No. 56161, Case No. 6026, Jan- 
uary 28, 1958. 


Gas Rate Increase. The California com- 
mission authorized two gas companies to 
increase rates sufficiently to offset an in- 
crease in the cost of purchased gas, the 
authorized increase being spread in con- 
formity with the existing spread between 
classes of customers. Re Southern Coun- 
ties Gas Co. of California, Decision No. 
56186, Application No. 38211, January 
31,1958; Re Southern California Gas Co. 
Decision No. 56187, Application No. 
38787, January 31, 1958. 


Proof of Public Need. Applications by 
rival electric companies for authority to 
serve a disputed territory must be dis- 
missed, ruled the Colorado commission, 
in the absence of testimony by public wit- 
nesses showing a public need for the serv- 
ice; mere expressions by the applicants of 
their desire to serve are not sufficient to 
prove the requisite public need. Re Public 
Service Co. of Colorado et al. Applica- 
tion Nos. 15917, 15951, Decision No. 
49570, January 31, 1958. 


Bond Price and Interest. The Federal 
Power Commission approved as reason- 
able a price of 100.559 per cent of princi- 
pal amount, with an interest rate of 44 
per cent per annum, for a $12 million 
issue of first mortgage 30-year bonds of- 
fered at competitive bidding by Califor- 
nia Electric Power Company. Re Cali- 
fornia Electric Power Co. Docket No. 
E-6796, February 27, 1958. 


Emergency Gas Rates. The Colorado 
commission authorized several retail gas 
companies to apply a temporary rate ad- 
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justment to offset the increased cost of 
supply resulting from rate increases put 
into effect by an interstate pipeline sup- 
plier under § 4(e) of the Natural Gas Act 
pending final determination of the in- 
creases by the Federal Power Commis- 
sion. Re Citizens Utilities Co. Applica- 
tion No. 15995, Decision No. 49592; Re 
Public Service Co. of Colorado, Applica- 
tion No. 16031, Decision No. 49595; Re 
Plateau Nat. Gas Co. Application No. 
16017, Decision No. 49596; Re Pueblo 
Gas & Fuel Co. Application No. 16032, 
Decision No. 49597, February 3, 1958. 


Evidence on Gas Line Extension. The 
Federal Power Commission denied recon- 
sideration of its refusal to permit a city 
and a gas company to adduce evidence as 
to the feasibility of a pipeline extension 
into their territory, since the applicants 
made no attempt to show to what extent 
main-line facilities would have to be modi- 
fied to permit service to the new territory, 
and no new facts were otherwise offered. 
Re American Louisiana Pipe Line Co. et 
al. Docket Nos. G-2306 et al. February 
21, 1958. 


Electric Operations Consolidated. Upon 
application by several New York and New 
Jersey electric companies comprising two 
contiguous systems, the Federal Power 
Commission approved a consolidation of 
one system of companies and a merger of 
the other so as to create a parent and a 
subsidiary corporation, with a view to 
economy of operation and financing 
through unification. Re Orange & Rock- 
land Electric Co. et al. Docket No. E- 
6792, February 24, 1958. 


Full Gas Space-heating Service. The 
Indiana commission authorized a gas com- 
pany to make full gas space-heating serv- 
ice available to customers residing on and 
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being served by portions of its distribu- 
tion system which had capacity sufficient 
to accommodate additional loads without 
enlargement or extension. Re Indiana Gas 
& Water Co. No. 27450, January 10, 
1958. 


Deferred Taxes. The Missouri commis- 
sion, although denying an operating ex- 
pense allowance for deferred income 
taxes, saw no necessity for eliminating the 
amount from operating expenses in view 
of the company’s announced intention to 
abandon the use of accelerated deprecia- 
tion with respect to federal income taxes 
so that the allowance for income taxes was 
equal to what the taxes would actually 
amount to, and the commission was fixing 
rates for the future. Re Raytown Water 
Co. Case No. 13,773, March 20, 1958. 


Separate Voting Classification. The 
United States court of appeals held that, 
in a proceeding for reorganization of a 
lessor railroad, an operating railroad own- 
ing or controlling a substantial amount of 
the lessor’s stock should have been classi- 
fied separately from the other stockhold- 
ers for the purpose of voting on the plan 
where the plan provided for purchase of 
the lessor’s properties by the operating 
railroad. Freeman et al. v. Mulcahy, 250 
F2d 463. 


Classes of Motor Carrier. The Mary- 
land court of appeals commented that a 
motor carrier may be a common carrier as 
to one part of its business and a contract 
carrier as to another part. Baltimore Tank 
Lines et al. v. Maryland Pub. Service 
Commission et al. 137 A2d 187. 


Need for Additional Service. A motor 
carrier was held to have established the 
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need for additional motor truck service to 
transport coal for two companies pre- 
viously served only by railroads with evi- 
dence showing a rail car shortage, requests 
for motor truck service, and delay in rail 
shipments. Pennsylvania R. Co. et al. v. 
Pennsylvania Pub. Utility Commission, 
138 A2d 279, 


Rate-making Policy. The United States 
court of appeals held that the possible 
inconsistency of the Interstate Commerce 
Commission in reaching different results 
in different rate cases is no basis for hold- 
ing that the commission must adopt one 
policy or the other. New Process Gear 
Corp. v. New York C. R. Co. 250 F2d 
569. 


Construction of Certificate Authority. 
The Pennsylvania superior court affirmed 
a commission determination that a cer- 
tificate authorizing a carrier to lease heavy 
hauling equipment for the purpose of mov- 
ing heavy industrial machinery, contrac- 
tor’s equipment, and materials of all kinds 
did not authorize the carrier to transport 
sheet steel, coil steel, lumber, castings, 
acid, pipe, and fire brick. Weston Hauling, 
Inc. v. Pennsylvania Pub. Utility Com- 
mission, 138 A2d 286. 


Restraint of Trade. The Oklahoma 
supreme court held that, with respect to 
the prohibition of monopolies and con- 
tracts in restraint of trade, the true test 
of the legality of an agreement does not 
depend upon whether or not it restrains 
competition, but whether the restraint im- 
posed is such as merely regulates, and per- 
haps thereby promotes competition, or 
whether it is such as may suppress or even 
destroy competition. Re Grand River Dam 
Authority, 320 P2d 706. 
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Operational features of new Delta-Star 


Type JV Vacuum Tube Switch 
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CH LOAD AND CAPACITIVE CIRCUITS 


—the DELTA-STAR MKV-40 Vacuum Tube Switch 


RATINGS UP TO 138kv. The new Delta-Star MKV-40 Vacuum 
Tube Interrupter Switch answers the need for a high-voltage, high- 
current interrupting device of long service life at reasonable cost. 

Especially well suited for switching capacitive loads, the MK V-40 
operates on a thoroughly proved principle whereby the series of 
high-dielectric-strength Jennings vacuum tubes is in the circuit 
only during the interrupting cycle. Tubes are also relieved of the 
duty of re-making the circuit. Long, reliable service life is thereby 
designed into this high-current interrupter. 

Positive interruption occurs at first current zero, and restrikes 
are eliminated by the high dielectric strength of the vacuum switch. 
The vacuum tube switch is maintenance-free throughout. Currents 
as high as 600A (load) and 200A (capacitive) may be handled with 
an expected service life of 5,000 operations. 

For prints and technical literature, call your nearest Delta-Star 
representative, or write today direct to Delta-Star Electric Division, 
H. K. Porter Company, Inc., 2437 Fulton Street, Chicago 12, Illinors. 
District offices in principal cities. 
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i. K. PORTER COMPANY, INC. 


DELTA-STAR ELECTRIC DIVISION 


Connors Steel, ‘Delta-Star Electric, Disston, Forge & Fittings, Leschen Wire Rope, Quaker Rubber, 


Refractories, Riverside-Alloy Metal, Vulcan-Kidd Steel, H. K. Porter Company (Canada) Ltd. 






































Industrial Progress 


1958 Residential Power Sales 
Expected to Reach 160 Billion kwh 


RESIDENTIAL consumption of 
electric power for lighting could in- 
crease 50 per cent within four years 
and could double in less than 10 years, 
Don G. Mitchell, chairman and presi- 
dent of Sylvania Electric Products 
Inc., said recently. 


Predicting that residential power. 


sales will reach 160 billion kilowatt 
hours this year, an increase of 10 per 
cent over 1957, Mr. Mitchell told the 
annual sales conference of the Edison 
Electric Institute (Chicago) that “one 
of the electric power industry’s great- 
est opportunities is in the residential 
field.” 

Pointing out that about one-fifth, 
or 33 billion kilowatt hours goes for 
lighting, the Sylvania chief executive 
said: “Multiply that times four, be- 
cause the average home has about 25 
per cent of the lighting it needs, and 
you have a potential market of more 
than 130 billion kilowatt hours for 
lighting alone. 

“This is not blue sky thinking on 
my part,” he said, “it is based on the 
obvious fact that home lighting, which 
now represents an estimated 700 kilo- 
watt hours consumption annually, is 
simply not doing the job it could do. 

“Seven hundred kilowatt hours is 
only three times the average of 35 or 
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with training and experience in electric 
power utility field, including thermal 
power plant operation and design and 
general system economics. State gen- 
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Small recent photograph desirable. Re- 
plies considered confidential. 
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40 years ago,” Mr. Mitchell stated, 
“and yet the total annual average use 
of electricity throughout the entire 
household has multiplied more than 
10-fold in the same period, from 
about 300 to at least 3,200 kilowatt 
hours today.” Attributing most of this 
increase to greatly increased use of 
major appliances, he said, “the 
typical American home is not only 
sadly underlighted but is improperly 
lighted.” 

He disclosed that Sylvania, in an 
effort to obtain hitherto unavailable 
marketing information on residential 
lighting, has been conducting detailed 
surveys of 20 areas throughout the 
country. “Our early findings indicate 
that this study will be a tremendously 
important step in unlocking this un- 
tapped market,” Mr. Mitchell stated. 
Sylvania is making the findings fully 
available to the utilities serving the 
areas, he said. 

With an estimated 16 million kilo- 
watts of new capacity scheduled to go 
into service this year, exceeding the 
previous record of 1955 by almost 4 
million kilowatts, the Sylvania Chair- 
man-President praised the electric 
utilities for “not only meeting the de- 
mands for electric power but, even 
more importantly, anticipating the 
growth of our economy—encourag- 
ing and pacing that growth by hav- 
ing the electric power there when the 
economy will need it.” 


Electric Industry to Spend $500 
Million for "A" Power 


FLANS have been formulated by the 
electric power industry to spend $500 
million on nuclear power projects, and 
research being conducted is expected 
to lead to additional work, according 
to J. W. McAfee president of the 
Edison Electric Institute. 

Addressing a luncheon of the 
American Power Conference, Mr. 
McAfee, who also is president of 
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Union Electric Compan. , said 
nuclear plants in which utility 
panies are participating were 
pleted last year, four othe’s are 
construction, and commi'ments 
been made for two other.. 

Approximately $250 million ¢ 
planned total will have been exp 
by the end of next year, 

Approximately 3,000 power 
pany and industrial executives, 
neers, educators, government offi 
and others attended the three-day 
anniversary meeting of the confe 
which was sponsored by I linois 
tute of Technology in co-oper 
with a group of colleges, univer 
and technical societies. 

Mr. McAfee told the group 
1958 will be a record. year for 
construction in the power busi 
with installation of 16.5 million 
watts of new generating capacity. 


CP&L Continues Growth inh 


CAROLINA Power & Light | 
pany spent $22,000,000 in 19 
construction, with $12,000,00 
generating plant and facilities, 
leading project was a_ 23 
horsepower generating unit a 
Cape Fear plant, due for compl 
in mid-1958, The company’s pe 
construction expenditures thr 
1957 were $204,000,000, with! 
500,000 more earmarked for 19 

Since the end of 1957, CP&l 
announced plans for another get 
ing plant project—a 250,000 
power unit near Hartsville, 5.¢ 


















































Computer Users Swap: Prog! 
Save Time, Engineering Ta 


THE nation’s utilities, e »ctricd 
ment and computer mnufat 
have found one way to | elp ba 
high cost of computing nachiné 
the scarcity of computer engine 

Working through committees! 
American Institute of E’ectrid 
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INDUSTRIAL PROGRESS—( Continued) 


= they nave set up a system for 
wing» rograms’’—coded state- 
lems in digital computer 
rograms for 92 electric 
‘ring problems have been 
ilavle by their owners to 
anles under specified con- 
merican Power Confer- 
recently. 

Maginniss, of General 
ility Engineering Sec- 
idy, N. Y., reporting for 
iittees of the A.LE.E., 
interchange of computer 
uld benefit all fields of 


| digital computers re- 
ge staff of numerical 
programmers to keep the 
1 use and justify their 
id. Cost of programming 
but estimates average about $5 
struction. “This means that a 
bm containing 4,000 instructions 
present an investment of $20,- 
fore it is ever run on an actual 
in,” Mr. Maginniss said. 
bcommittee’s list of electric util- 
ograms will be continually re- 
and added to as the new pro- 
sare set up by the cooperating 


groups. Now on the list are 38 pro- 
grams concerned with the design and 
operation of networks, feeders and 
transmission lines ; 13 on the econom- 
ics of generating, dispatching and 
loading; and smaller numbers con- 
cerned with mathematics, transient 
stability, load forecasting, and other 
fields. 

Interchange of complete programs 
in utility system engineering, Mr. 
Maginniss said, will mean “a tre- 
inendous saving in time, money and 
duplication of effort, which, in the 
long run, should benefit everyone.” 

Obviously, he added, this free ex- 
change cannot apply to problems of a 
commercially confidential nature, de- 
sign techniques, process control, and 
many others, 


Prefabricated Aluminum 
Substations 


A new concept in aluminum sub- 
stations, which, according to the an- 
nouncement, is expected to achieve 
substantial savings in engineering, 
field assembly time and maintenance, 
was demonstrated recently in Alma, 
Michigan. 

Based on the use of standard pre- 


fabricated aluminum components, the 
new substation erection method, 
known as Alrectic, was developed by 
Handley-Brown Company of Jack- 
son, Michigan, with design and en- 
gineering assistance from Kaiser 
Aluminum & Chemical Sales, Inc. The 
first installation will be a 46 KV sub- 
station for Consumers Power Com- 
pany. It is expected that less than a 
day will be required to assemble the 
Alrectic components for this substa- 
tion. 

Alrectic takes full advantage of 
aluminum’s high strength-low weight 
ratio and ease of workability. By re- 
ducing engineering, transportation 
and field assembly costs, the new sys- 
tem is said to be competitive with con- 
ventional galvanized steel construc- 
tion and offers the further advantages 
of aluminum’s attractive appearance 
and corrosion resistance, which elimi- 
nates the need for painting and other 
costly maintenance. 


A-C Extends "Vari-Amp" Rating 
Of Distribution Regulators 


ALLIS-CHALMERS recently an- 
nounced extra kva capacity for their 


(Continued on page 22) 











P.U.R. QUESTION SHEETS 


an educational opportunity 


ith the least possible expenditure of time, effort 
money, utility executives, lawyers, accountants, 
bineers and others interested in any phase of pub- 
utility -egulation can keep well informed through 
se brief, four-page leaflets issued every two 


ks. 


hey consist of 10 questions and 10 authoritative 
wers 2ased on current decisions revealing court 


H cornission views pro and con. Annual ‘sub- 


ption $10. 


Send your order to 


PUBLIC UTILITIES REPORTS, INC., 
Suite 332, Pennsylvania Bldg. 
425 13th Street, N. W. 
Washington 4, D. C. 


oa 


JUSTRITE 


the complete 
line of genuine, 

approved** 
safety cans... 


**Underwriters’ 
Labeled, 
Factory 
Mutuals 
Approved 


JUSTRITE MFG. CO. 
Chicago (4, I. 
Dept. G-48 
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CK YOUR SAFETY CANS 
for safety’s sake 


QUANTITY e CONDITION e PROPER USE 


5 gal. of gas. explode with the same 
force as 415 pounds of dynamite! 


TODAY’S GREATER USE OF SOLVENTS 
HAS INCREASED YOUR NEED FOR: 


SAFETY CANS: Rugged, super-strong for 
greater safety, longer life in handling 
flammable liquids. 7 sizes: 1 pt. to 5 gal. 


OILY WASTE CANS: Prevent spontaneous 
combustion fires. Designed for max. air 
circulation. 5 sizes: 6 gal. to 40 gal. 


BENCH CANS: New design! Portable 
parts basket speeds handling small 
parts, keeps hands dry. Use as 4-gal. 
or gallon unit. 


PLUNGER CANS: Dispense flammable 
liquids safely! Adjust to control amount 
used. Cleans easily. 3 sizes: Qt., 4-gal., 
or gallon. 


Your Dependable Local 
Industrial Distributor has: 





INDUSTRIAL PROGRESS—( Continued) 


regulators by increasing the “Vari- 
Amp” rating of their distribution 
regulators from 400 amperes to 600 
amperes. 

Now the “Vari-Amp” rating of all 
Allis-Chalmers distribution regula- 
tors will be 160 per cent of rated cur- 
rent with a maximum of 600 amperes. 
For example—a 25 kva, 2500-volt 
regulator rated 100 amperes is ca- 
pable of carrying 160 amperes at 5 
per cent regulation whereas, a 100 
kva, 2500-volt regulator rated 400 
amperes is capable of carrying 600 
amperes at 5 per cent regulation. 


Con. Ed. of N. Y. Plans 5-Year 
Program of $800,000,000 


CONSOLIDATED Edison Com- 
pany of New York, Inc., estimates 
that it will spend approximately $800,- 
000,000 on new construction through 
the next five years. It is expected that 
$200,000,000 will be expended in 
1958. 


Federal Pacific Enters 


Protective Relay Field 
FEDERAL Pacific Electric Company 
will enter the protective relay field, it 
was announced by T. M. Cole, the 
company’s executive vice president. 

The new relays, to be manufactured 
in Newark, N. J., under the terms of 
a license agreement with English 
Electric Company, Ltd., are expected 
to be available for delivery within the 
next three months. With this step, 
Federal Pacific becomes the third 
American company engaged in the 
production of these highly specialized 
switchgear control devices, used by 
electric utilities and industrial firms. 

“The move not only fills a basic in- 
dustry need,” Mr. Cole explained, “it 
is also part of a continuous program 
for expanding Federal Pacific’s prod- 
uct coverage in the electrical field.” He 
added that the new devices will sup- 
plement the instrument and_ relay 
lines of Roller-Smith Instruments 
Inc., recently established Federal Pa- 
cific subsidiary. 


$135,000,000 Program Planned 
By Philadelphia Elec. in 1958 


R. G. RINCLIFFE, president of 
Philadelphia Electric Company, told 
stockholders at their annual meeting 
recently that sales of electric, gas and 
steam services have continued to grow. 

The company is continuing to ex- 
pand its production and distribution 
facilities to meet rising demands for 
all classes of service, Mr. Rincliffe 
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declared. During 1958, construction 
expenditures will approximate $135,- 
000,000. A major project in Phila- 
delphia Electric’s current construction 
program is the installation of two 
325,000-kilowatt generating units at 
the company’s new Eddystone station, 
near Chester. The first of these units, 
the most modern ever developed, is 
scheduled for operation next spring. 
The second unit will be ready in 1960. 
A new 175,000-kilowatt generator be- 
ing installed at the company’s Schuyl- 
kill station will be completed early this 
summer. 


Reinert Named by RCA to 
Mobile Radio Service 
Sales Post 


APPOINTMENT of D. O. Reinert 
to the newly created position of man- 
ager, mobile and microwave service 
sales, Technical Products Depart- 
ment, RCA Service Company, was an- 
nounced recently by A. Fischer, man- 
ager, sales and merchandising. 

Mr. Reinert will be responsible for 
the sale of installation and mainte- 
nance for RCA Mobile and Micro- 
wave Communications Systems. 


A-C Redesigns Circuit Breaker 
Emergency Closing Device 


REDESIGN of its hand operated 
hydraulic emergency closing device 
for air magnetic circuit breakers has 
been announced by Allis-Chalmers. 
The device permits full speed closing 
of a circuit breaker on an energized 
line if the normal power source fails. 

In the modified unit (C-2), the 
oil storage sump is increased in size 
and segregated from the pump prop- 
er. A double-throw pump action re- 
duces the number of strokes required 
to activate the mechanism. A larger 
air pocket space permits faster pres- 
sure release. New uni-directional 
flow of the oil and an added relief 
valve permit self-purging of air. 

Increased speed of piston return in 
the actuating cylinder for the hori- 
zontal drawout ‘breakers is now pos- 
sible because of a stronger return 
spring and the use of quad rings in- 
stead of O rings. 


Stone & Webster Engineering 
Elects Three Vice Presidents 


THE COMPTROLLER and two 
construction managers located in the 
Boston office of Stone & Webster En- 
gineering Corporation, have been 


elected vice presidents, it was an-- 


nounced by T. Cortlandt Wy 
president. 

The three new officials of th 
ton and New York engineeriy 
construction company are Arf 
Good, comptroller, and \V, L, 
and H. N. McCampbell, const 
managers. 

Mr. Good joined FE. 8, Bad 
Sons Co. in 1926 before that coq 
was acquired by Stone & Websid 
served in various engineering g 
ministrative assignments, ing 
tours of duty in Mexico, Brita 
Persia. 

From 1953 fo 1957, ke was; 
ing director of E. B. Badger & 
Ltd., the Stone & Websier Eng 
ing subsidiary in London. Aft 
turning to the U. S. in May 1§ 
was made comptroller of Stg 
Webster Engineering Corporati 

Mr. Sheets joined Stone & W 
after 15 years with the U. §, 
Engineers and various powera 
rigation organizations. 

As a resident and project en 
for Stone & Webster, Mr. 
worked on various power | 
transmission lines, and ex 
plants designed and built by the 
ton firm. From 1943 to 1946, 
resident engineer for Stone & 
ster at Oak Ridge, Tenn., duri 
construction of the electro-ma 
separation plant for the Ma 
District, United States En 
Corps. 

From 1946 to 1955, he wast 
Angeles, Calif., in charge of co 
tion work on power plants and 
mission lines for Southern Cali 
Idison Co., and other West 
companies. He was made con 
tion manager in 1955 and trans 
to Boston, 

Mr. Campbell joined Stone 
ster in 1920 as a field engineer! 
construction of industrial and 
ical plants and central steam | 
stations in various parts of the 
try. 

During the war years he was4 
ant general superintendent 4 
building of the electro-magnetit 
at Oak Ridge, Tenn., and later 
five years as general superint 
on the construction of the pov 
tion development at Oswego, ! 
for the Niagara Mohawk ] 
Corp. 

» Since 1953, when he was 
construction manager, he has @ 
building activities for sicam s! 
boiler plants, manufacturing 
and the portable atomic powel 
tor for the U. S. Army. 
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: you buy cable... 


—take advantage of the unique properties of Kerite insulation. Let a Kerite engineer explain why no 
other cable can equal Kerite’s performance in actual service, dependability, and long-time economy. 
Kerite cables are designed for a variety of applications and operating conditions, and are available 
in forms and finishes best adapted to your requirements. Be sure. Specify Kerite. 


Our headquarters is at 30 Church St., New York 7. Branches in Ardmore, Pa., 
Boston, Cleveland; Chicago, Houston, San Francisco, Glendale, Cal. 


KERITE CABLE 


Le The KERITE That makes The ay gerence 
oon 





The Cleveland SOW 
...a real money maker 
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Does All 3 Jobs Better.. 


LOCKSMITH; 
QUNSMITH 
0 


CLEVELAND 
=<" 
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CLEVELAND 


FILLS TRENCH 
from 
either side 


an 


.with Only 1 Man 


THE CLEVELAND TRENCHER CO. 


20100 ST. CLAIR AVENUE 


e CLEVELAND 17, OHIO 
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M. W. Kellogg Names D. B 

Sales Engineer of Fabrica 
Products 

THE M. W. Kellogg Company 

York, a subsidiary of Pullman 

porated, announces the appoin 


of Donald B. Valk as Salcs Eng id 


in the Fabricated Produc: 

Mr. Valk was formeily j 
Piping Engineering Section of 
logg’s Jersey City Maiufac 
Division. 


New Meyercord ?lant 
Marking Syste 


THE Meyercord Company haf 


veloped a new plant marking kitf® | fi: 


taining 474 individual mrkinggil 


sorted over the 59 most essential 
operational subjects. The kit 
demonstrated at the recezt Planj 
gineering and Maintenatice Sha 
Chicago. The markings in the ki 
special-type “I” Meyercord trans 
designed for quick, easy appliq 
and permanent adhesion to 4 
painted or bare metal suriaces, 


or flat. The markings are not affq@me® 


by prolonged contact with moi 

The cost of the markings 1s 
mated to be approximately one- 
the cost of hand painting or stg 
ing. 

For brochure and full informa 
write to The Meyercord Comp 
5323 West Lake street, Chicag 
Illinois. 


South Carolina Electric Pla 
$73.4 Million Expansion 
Over 3 Years 
SOUTH Carolina Electric & 
Company plans to spend $73,40\ 
on expansion during the three: 
period from 1958 through 1960, 
McMeekin, president, said in the 
pany’s annual report. 

Major items included in this am 
are $33,000,000 for electric gen4 
ing facilities, $9,800,000 for eld 
transmission facilities, $20,604 
for expanding the company’s ée 
distribution system and $3,60l 
for expansion of gas distribution 
cilities. 

Mr. McMeekin said 1958 const 
tion expenditures will totl $29! 
000. More than half this outlay! 
be used to complete the new h 
pressure steam electricity genera 
station now being built on the 4 
river near Columbia. The first! 
500-kilowatt unit of the statid! 
scheduled to start operatin z this} 
and another unit of the same s4 
expected to go into operation dt 
the last quarter of 1958. 
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Shown: New Dodge Tradesman—a pick-up with side lockers. 


You get extra quality at no extra cost— 
Dodge is one of the low-priced 3! 


may be surprised to know, for instance, that a 
dar’ Dodge Power Giant V-8 pick-up costs 
b6 les. than pick-up “F’’, and only $5.50 more 
m pic'--up “C” .. . that a rugged Dodge Power 
mt pel costs less than either panel “F”’ or 
el “C '*, Yet Dodge Power Giants give you many 
e ad antages, leading the low-priced three in all 
im} rtant ways: ; 

st in »ower! Discover the extra traffic pep and 
a pu ‘ing power that you get from Power Giant 
’s, wih up to 27.5% more power than com- 
itive « -ucks. 
St in »ayload! You'll find you get as much as 
more payload per trip, because Power Giant 
truction adds extra strength without adding 
ght. You save trips, man-hours and fuel! 


First in economy! In addition to low first cost, 
you save with exclusive Dodge Power-Dome V-8 
engine design that gives you extra gas mileage and 
reduces power-robbing carbon deposits. 


First in styling! Your business gets a prestige 
bonus with a Dodge Power Giant. Its striking dual 
headlights, massive new grille and flowing, sculp- 
tured lines set new truck styling trends. 


Despite all their advantages, Dodge trucks are 
priced with the lowest. So before you buy any truck, 
look into these handsome, rugged new Power Giants. 
Compare trucks, and compare prices. See your 
Dodge dealer soon, and get his special 40th- 
Anniversary deal! 

*Based on official factory-suggested retail V-8 prices. 
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The unique informational program ong 
for utility employees . . . 


The PUR. ‘ik |. 


Empl: 



































feel th 
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devoted to the economics of public utilities and to the many important, non-*echnima. 
phases of utility operations. 

It fulfills requirements for information concern- additional background information on t :e subj . ge = 
ing the basic economic problems of all utilities— considered in the weekly GUIDES to which iv 
electric, gas, telephone, transit and water. relate and also provides questions which ma 
used to stimulate discussion and inter st in ore ina 


This new and distinctively different approach to 
ferences. value to 1 


the educational needs of utility employees offers 
company managements an effective and reason- 
ably-priced aid in the development of managerial 
personnel by providing fundamental, non-technical \ 
information specifically relating to matters of or- : ( UMNE OF 
ganization, financing, management, operation and : 


regulation of public utilities. NO. 


rting a U 


IT’S EASILY UNDERSTANDABLE Uf Moris « P 


The program comprises a systematically and ig ath 
consecutively arranged series of 50 weekly, 8-page ( , Regulat 
GUIDES which present a simplified, progressive, 3 \ Bt is Val 
step-by-step story, considered a “journey of under- olin 2 
standing,” about the nature of the utility business, e Profit fi 


its important place in the American economy, the at is ‘a 
present conditions under which the business is ee tu 
conducted, its day-to-day objectives and responsi- y Differe: 
bilities, the existing problems with which it is con- | \y e Forms 

. 4 e Compal 
fronted, and many other pertinent current sub- : » Rate Ca 


jects. 

Voluntary examinations by mid-term and final 
questionnaires are embodied in the program. Upon 
satisfactory completion of the questionnaires, an mG ag he 
appropriate certificate is issued. An index, glos- ~ <r S | me —— ae urities U: 
sary of industry terms and words, and suitable a 1 pancia’ M: 
binder for the weekly GUIDES are also provided. = —- la 
Reprints of articles from Public Utilities Fort- ae : 
nightly giving more extended coverage of impor- 
tant subjects, are occasionally included for op-, 
tional reading. 


|! vice Stan 

‘Mgowth and 
nbination 
vices 


wire 


For companies preferring the home-sij™cen': o 
IT’S FLEXIBLE method, it should be noted that each wegmate pl 


THE P.U.R. GUIDE offers excellent opportuni- GUIDE contains self-testing questions, Wjompiny 


: ; é s , : : : | Beessary o1 
ties for beneficial use by companies which adopt answers furnished in the following GUIDE ns enol 


either the group-discussion or conference-type 

method of pursuing the program, or the rt IT'S ACCEPTED 

study method. For companies which prefer the THE P.U.R. GUIDE in its first year of publ 
conference method, a Leader’s Manual, with suit- tion has met with very favorable accepta_ce, be 
able binder, is available, without extra charge, to already in use by a great many compa 
group or discussion leaders. The Manual contains throughout the country. 






ENTS ASOUT THE P.U.R. GUIDE PROGRAM 


Our Company is currently involved in several training programs, and I feel qualified to 
evaluate the information that you are sending out. I think this type of material is, without 
a doubt, the very best that could be obtained for key utility employees. 







Director of Personnel, Electric Company 












, | we have had an opportunity to offer the THE P.U.R. GUIDE program is the best basic public utility 
to oul inagement people. information series I have ever encountered. 





Empleo: «2 Relations Department, Electric Company Vice President, Gas Company 








ven those who have been in the utility in- One group which is using THE P.U.R. GUIDE has been 
form: ¥ years cam learn much by just reading the holding regular discussion meetings. We have found the 
2 ai . Leader’s Manual helpful. 

District Manager, Electric Company Vice President, Gas Company 
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nat this “information program for utility em- Two things have particularly impressed me about THE 








a p’ is a program that is needed in the public utility P.U.R. GUIDE. First, is the complete manner in which your 

F : . : Si f 

| a Fiey Preitilens, Ges Compuny ae oe the various topics; second, the simplicity in 

i , Employment Supervisor, Gas Company 
In ihat the total series of 50 will prove of inesti- 






the utility industry. ; 
There is a definite need for such a type program in our 

Vice President and General Manager, industry. 

Telephone Company 








Training Assistant, Electric & Gas Company 








F OF SUBJECT COVERAGE Basic Understanding Series 


NO. GUIDE NO. 
rting a Utility Business 26. Making a Security Issue 








































e American Economy 27. Management Principles and Responsibilities 
at is a Public Utility? 28. Organizational Pattern for Management 
\| ge What and How of Regulation 29. Regulation and Management 
/\' e Pattern of Federal Regulation 30. Marketing and Merchandising Utility Services 
e Regulation of Rates 31. Customer Service Departments 
Nt at is Value? 32. Labor Relations and Public Utilities 
lity Expenses 33. Employee Relations 
iform Accounting Systems and Depreciation 34. Employee Relations—Understanding Each Other 
e Profit from Utility Operation 35. Public Relations 
at is a Fair Return? — 36. “Private Ownership” of Public Utilities 
arging for Utility Services 37. Public Ownership and Operation of Utility Enterprises 
a. 28 The Federal Power Polly 
Forms and the Customer’s Viewpoint pea coalligenasesnd oo 
s ctinene oui hie tevdie 40. The Extent of Federal Projects 
gt ; 41. The Co-operative and Rural Utility Service 


e Rate Case 





42. Special Problems of Natural Gas 

ind Expansion of Utility Service 43. Special Problems of the Telephone Industry 
nbination, Co-ordination, and Competition in Utility 44. The Taxation of Public Utilities 

vices 45. The Public Utility Holding Company 

e Utility Service Area 46. Regulation of Holding Companies 

lity Financing 47. The Utility in the Community 

urities Used in Financing 48. The Utility and Community Development 
Measures of Utility Operations 49. Current Problems 

and Security Regulation 50. Private Utilities in the American Economy 
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FOR SELECTIVE USE 


».U.R. GUIDE is not intended for mass distribution, but rather for a selected number (approximately 
ceni: of company employees annually. It is primarily for the benefit of supervisory and new college 
ate ¢ ployee groups. 

ompiny enrollments are accepted at $50 per enrollment. To start company employees in this program, it 


essai’ only to furnish the names of the enrollees with home or office addresses, as desired. Order form 
ns e:. ollment dates. 






















For further information concerning THE P.U.R. GUIDE program, write 


PUBLIC UTILITIES REPORTS, INC.—PUBLISHERS 
332 Pennsylvania Building © Washington 4, D. C. 
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Why fine new power 
plants everywhere 
have Q-Panel Walls 


Builders of new power plants in all parts of the country 
have specified Q-Panel walls for the following very good 
reasons: 1. Q-Panels are permanent, dry and noncom- 
bustible, yet may be demounted and re-erected elsewhere 
to keep pace with expansion programs. 2. Q-Panels are 
light in weight, thus reducing the cost of framing and 
foundations. 3. Q-Panels have high insulation value... 
superior to a 12” masonry wall. 4. Q-Panels are quickly 
installed because they are hung, not piled up. An acre of 
wall has been hung in 3 days. For more good reasons for 
using Q-Panel construction, use the coupon below and 
write for literature. 


Robertson 


Q-Panels 


H. H. Robertson Company 
2424 FARMERS BANK BLDG. °* PITTSBURGH 22, PA. 
Offices in Principal Cities 





aan aise 


a 

Q-Panel walls grace the new “rama 
Plant (above) near Pittsburgh. | was de 
by Duquesne Light Company’s Engi 
and Construction Department. The] 
Corporation was General Contr.ictor, 

















Q-Panel walls (above) go up quickly 
any weather because they are dry al 
hung in place, not piled up. 


More than 32,000 sq. ft. of Q-Panels wer 
to enclose the impressive Hawthorn 

Electric Station (left) of the Kansas City 
souri, Power and Light Company. Ebas 
vices, Inc., designed and built the plant. 
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PROFESSIONAL DIRECTORY 


@ This Directory is reserved for engineers, account- 
ants, rate experts, consultants, and others equipped to 
serve utilities in all matters relating to rate questions, 
appraisals, valuations, special reports, investigations, 
financing, design, and construction. 








63 years of leadership in property valuation 
mhe AMERICAN APPRAISAL company 


Home Office: Milwaukee 1, Wisconsin 
Offices in 18 cities coast-to-coast 











CONSULTING ENGINEERS 
Electricity, Natural Gas and Water Utilities 
Production, Transmission, Distribution 
Reports, Design, Supervision of Construction 
Investigations, Valuation and Rates 
1500 MEADOW LAKE PARKWAY, KANSAS CITY 14, MISSOURI (SINCE 1915) 








DAY & ZIMMERMANN. INC. 
ENGINEERS & CONSTRUCTORS 
NEW YORK PHILADELPHIA CHICAGO 


Design — Electric Line Construction — Management — Reports and Valuations 











ye Standby 


%* Augmentation 
%* 100% Town Supply 


Design « Engineering ¢ Construction 


LD RAKE & TOWNSEN 1D) 11 WEST 42ND STREET NEW YORK 36,N. Y. 





$2 Ford, Bacon & Davis 
ET 


NEW YORK @ CHICAGO @ LOS ANGELES 
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PROFESSIONAL DIRECTORY 


(continued) 





GIBBS « HILL, inc. 


Consulting Engineers 
DESIGNERS ® CONSTRUCTORS 
Los Angeles NEW YORK Tampa 











GILBERT ASSOCIATES, INC. 


ENGINEERS © CONSULTANTS © CONSTRUCTORS 


525 LANCASTER AVE. 
FOUNDED 1906 READING, PA. 


@ WASHINGTON @ PHILADELPHIA © NEW YORK 








W. C. GILMAN & COMPANY 


CONSULTING ENGINEERS 
ELECTRIC — GAS — TRANSIT — WATER 
Financial and Economic Reports 
Valuations—Rate of Return—Depreciation Studies 
Traffic Surveys—Fare Analyses 


55 Liberty Street New York 5, N. Y. 








Harza Engineering Company 
Consulting Engineers 


Calvin V. Davis Richard D. Harza E. Montford Fucik 


REPORTS — DESIGN — SUPERVISION 
HYDROELECTRIC PLANTS AND DAMS — TRANSMISSION LINES — FLOOD CONTROL — 
IRRIGATON — RIVER BASIN DEVELOPMENT 


400 West Madison Street Chicago 6, Illinois 








GUSTAV HIRSCH ORGANIZATION, INC. 
1347 West 5th Ave., Columbus (12) Ohio 
Telephone Hudson 8-0611 


Consulting and Supervisory Engineers and Contractors 
Construction and Operation of Utility Enterprises 








HOOSIER ENGINEERING COMPANY 


Erection and Maintenance of 
Electrical Transmission and Distribution Lines 


1350 HOLLY AVENUE ~~ COLUMBUS, OHIO 








INTERNATIONAL ENGINEERING COMPANY, INC. 


Design and Consulting Engineers 


Dams—Power Plants—Transmission Lines—Railroads—Highways 
Investigations—Reports—Plans and Specifications 
Cost Estimates—Supervision of Construction 


74 New Montgomery Street San Francisco 5, California 











Mention the FortNiGHTLy—I/t identifies your inquiry 
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PROFESSIONAL DIRECTORY (continued) 
JENSEN, BOWEN & FARRELL 


ENGINEERS 
ANN ARBOR, MICHIGAN 
APPRAISALS—IN VESTIGATIONS—DEPRECIATION STUDIES— 
COST TRENDS—REPORTS 
for Rate Cases, Security Issues, Regulatory and Accounting Requirements 
ORIGINAL COST AND CONTINUING PROPERTY RECORD 
DETERMINATION 














See fu ji an loyporalion 


MMGINEERS © CONSTRUCTORS 
POWER PLANT SPECIALISTS 


DESIGN e CONSTRUCTION MANAGEMENT 
SURVEYS e INVESTIGATIONS e REPORTS 


1200 N. BROAD ST., PHILADELPHIA 21, PA. 





William S. Leffler, Engineers Associated 
Utility Management Consultants for past 35 years Specializing in 
GAS DEVELOPMENT OF CLASS RATES OF RETURN AND REGULATORY 
ELECTRIC CLASS UNIT COST DETERMINATIONS FOR remmesian 
WATER RATE STRUCTURE MODERNIZATION AND RATE CASES PROBLEMS 
Send for brochure: “The Value of Cost Analysis to Management”’ 
DARIEN, CONNECTICUT 








CHAS. T. MAIN, INC. 


Power Surveys—Investigations—V aluations—Re ports 
Design and Construction Management 
Steam, Hydro Electric and Diesel Plants—Gas Turbine Installations 
BOSTON, MASS. . CHARLOTTE, N. C. 








Pioneer Service & Engineering Co. 


CONSULTING, DESIGNING AND : SPECIALISTS IN 
OPERATING ENGINEERS MH ACCOUNTING, FINANCING, RATES, 
* 


PURCHASING INSURANCE AND DEPRECIATION 
231 SOUTH LA SALLE STREET ' CHICAGO 4, ILLINOIS 








SANDERSON & PORTER ENGINEERS 
DESIGN e CONSTRUCTION 


NEW YORK ~~ NEW YORK 











Sargent & Lundy 
ENGINEERS 
Steam and Electric Plants 
Utilities—Industrials 
Studies—Reports—Design—Supervision 
Chicago 3, Ill. 











(Professional Directory Continued on Next Page) 
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PROFESSIONAL DIRECTORY 


(continued) 





STONE «& WEBSTER 


NEW YORK BOSTON 
SAN FRANCISCO 





ENGINEERING CORPORATION 
Design e Construction e« Reports e Appraisals 
Examinations e Consulting Engineering 


CHICAGO 
LOS ANGELES 


PITTSBURGH 
SEATTLE 


HOUSTON 
TORONTO 











The J. G. WHITE ENGINEERING CORPORATION 


Design—Construction—Reports—A ppraisals 
Consulting Engineering 


80 BROAD STREET 


NEW YORK 4, N. Y. 











Whitman, Requardt and Associates 


DESIGN—SUPERVISION 
REPORTS—VALUATIONS 


1304 ST. PAUL STREET 


Publishers of the 35-year-old 
HANDY-WHITMAN INDEX 
for Public Utility 
Construction Cost Trends 
Including Hydro-Electric Properties 

BALTIMORE 2, MARYLAND 











Abram$’Aeri Survey 


Topographic and Planimetric Maps 
Mosaics, Plans G& Profiles for all 
Engineering work. 


Abrams Bldg. Lansing, Mich. 











ENGINEERS, CONSTRUCTION AND 
MAINTENANCE CONTRACTORS 
for the GAS INDUSTRY 


CONSOLIDATED 
GAS ano SERVICE CO. 
327 So. LaSalle St., Chicago 4, IIL. 














BURNS & McDONNELL 


Engineers - Architects - Consultants 
KANSAS CITY, MO. 
P. O. Box 7088 
Phone: DElmar 3-4375 








GANNETT FLEMING CORDDRY AND CARPENTER, INC. 
ENGINEERS 
HARRISBURG, PENNSYLVANIA 


Report 





Original Cost and oumene Studies 
Rate Analyses—insurance Surveys 














EARL L. CARTER 


Consulting Engineer 


REGISTERED IN INDIANA, NEW YORK, OHIO, 
PENNSYLVANIA, West VIRGINIA, KENTUCKY 


Public Utility Valuations, Reports and 
Original Cost Studies 


910 Electric Building Indianapolis, Ind. 








FRANCIS S. HABERLY 
CONSULTING ENGINEER 


Valuation—Depreciation 
Investigations and Reports 


122 SouTH MICHIGAN AVENUE, CHICAGO 
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PROFESSIONAL DIRECTORY (concluded) 





| JACKSON & MORELAND INC. MINER AND MINER 


Engineers and Consultants 
CONSULTING ENGINEERS 


INCORPORATED 


Design and Supervision of Construction 


Reports — Examinations — Appraisals 


Machine Design — Technical Publications GREELEY COLORADO 
Boston New York 























PITTSBURGH TESTING 
PETER F. LOFTUS CORPORATION LABORATORY 


Design and Consulting Engineers 


Radiography—Soils—Mechanics 
Testing—Inspection—Analysis 
Main Office, Pittsburgh, Pa. 

32 Laboratories in Principal Cities 


Electrical * Mechanical * Structural 
Civil * Nuclear * Architectural 
4 4 
Vaausueo® FIRST NATIONAL BANK BUILDING 
Pittsburgh 22, Pennsylvania 























LUTZ & MAY COMPANY A. S. SCHULMAN ELEctric Co. 


: ; Electrical Contracting Engineers 
Consulting Engineers founded 1890 
STEAM, GAS & DIESEL POWER STATIONS Power STATION—INDUSTRIAL— 
PUMPING PLANTS—ELECTRIC SYSTEMS COMMERCIAL—TRANSMISSION LINES— 
REPORTS—DESIGNS—APPRAISALS DISTRIBUTION 


2416 S. MICHIGAN AVE., 2 
1009 Baltimore Kansas City 6, Mo. Sei dies CHICAGO, ILL. a 


























J. F. McMAHON ASSOCIATES, INC. The R.W. STAFFORD CO. 
Engineering Consultants GAS CONSULTANTS — ENGINEERS 


OL CONSTRUCTORS 
INSTRUMENTATION AND CONTR taterad Mee: Caceenion 


STUDIES @ REPORTS — 0 ig ms & ig eee 
DESIGN © SUPERVISION ccident & Insurance Investigations 
Peak Shaving & Standby Plants 
?. Oo. ORAWEE Det asin Gat = STATION EVANSTON, ILLINOIS 


Goenka these 2944 Grant St. Phone UNiversity 4-6190 


























SVERDRUP & PARCEL, INC. 


Engineers — Architects 


Representation in this Professional estan, Conmrautin Sapnediben 


Steam and Hydro Power Plants 
Power Systems—Industrial Plants 
Studies—Reports 


St. Louis ° San Francisco ° Washington 


Directory may be obtained at very 


reasonable rates. Kindly address 











inquiries to: 


ADVERTISING DEPARTMENT 
Public Utilities Fortnightly A. W. WILLIAMS INSPECTION CO., INC. 


Specialized Inspection Service 








332 Pennsylvania Bldg. 


Crossarms, Lumber, Crossties, Poles, Piles, 
Washington 4, D. C. Preservative Treatment and Preservative Analysis 


208 Virginia St., Mobile, Ala. 
New York St. Louis Portland 
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INDEX TO ADVERTISERS 


The Fortnightly lists below the advertisers in this issue for ready refer- 
ence. Their products and services cover a wide range of utility needs. 


A 


Abrams Aerial Survey Corporation 

*Allen & Company As 
*Allis-Chalmers Manufacturing Company we 
American Appraisal en. The 

AMP Incorporated : 
*Analysts Journal, The .. 

*Anchor Metals, Inc. . 


32 


*Babcock & Wilcox Company, The 
Black & Veatch, Consulting Engineers 
*Blyth & Company, Inc. .... 

Burns & McDonnell, Engineers 


c 


Carter, Earl L., Consulting Engineers 
Cleveland Trencher Company, The 
Columbia Gas System, Inc., The 
*Combustion Engineering, Inc. 
Commonwealth Associates, Inc. 
Commonwealth Services, Inc. 
Consoiidated Gas and Service Company 


D 
Day & Zimmermann, Inc., Engineers 
Delta-Star Electric Division, H. K. Porter Company, Inc. 
Dodge Division of Chrysler Corp. 
Drake & Townsend, Inc. 


E 
*Eastman Dillon, Union Securities & Company .... 
*Ebasco Services Incorporated 
*Electro-Motive Division, General Motors 


*First Boston Corporation, The 
*Fish Service Corporation 
Ford, Bacon & Davis, Inc., Engineers 


& 
Gannett Fleming Corddry and Carpenter, Inc. ...... . B82 
General Electric Company . Outside Back Cover 
Gibbs & Hill, Inc., Consulting Engineers 30 
Gilbert Associates, Inc., Engineers .... ore. 
Gilman, W. C., & Company, sane” adic 30 
*Glore, Forgan & Company . ae : 


Haberly, Francis S., Consulting Engineers 
*Halsey, Stuart & Company, Inc. .... 
*Harnischfeger Corporation ... 
*Harriman, Ripley & Company 

Harza Engineering Company . 

Hirsch, Gustav, Organization, Inc. 
Hoosier Engineering Company 


*International Business Machines Corp. ............... 
International Engineering Company, Inc. 

*International Harvester Company, The 

Irving Trust Company 


Jackson & Moreland, Inc., Engineers 
Jensen, Bowen & Farrell, Engineers 
Justrite Mfg. Company 


*Fortnightly advertisers not in this issue. 


K 
*Kellogg, M. W., Company, The 
Kerite Company, The 
*Kidder, Peabody & Company . 
*Kuhn Loeb & Company 
Kuljian Corporation, The .. 


L 
"Langley, W.G.% Go. ........ 
Leffler, William S., Engineers Associated 
*Lehman Brothers 
*Loeb (Carl M.) Rhoades & Co. .. 
Loftus, Peter F., Corporation 
Lutz & May Company, Consulting Engineers 


M 
Main, Chas. T., Inc., Engineers .. . 
*Marlow Pumps Division of Bell & Gossett Co. 
McMahon, J. F., Associates, Inc. ... 
*Merrill Lynch, ‘Pierce, Fenner & Smith . 
Middle West Service Company . 
Miner and Miner 
*Morgan Stanley & Company 


*National Association of Railroad & 
Utilities Commissioners 
Newport News Shipbuilding & Dry Dock Company 


° 


*Osmose Wood Preserving Co. of America, Inc. 


P 
“Pacific Pumps, Inc. ........... 
Pioneer Service & Engineering 
Company 
ee Testing Laboratory 
Porter, H. K., Company Inc., Delta-Star Electric Division 


R 
Recording & Statistical Corporation 
Remington Rand Div. of Sperry Rand Corp. 
Robertson, H. H., Company .... 


Sanderson & Porter, Engineers 
Sargent & Lundy, Engineers 


Schulman, A. S., Electric Co., Engineers ua 


*Smith, Barney & Company 

Southern Company, The 

*Southern Pipe Coating Company 

Stafford, R. W., Company, The, Consultants ........ : 
Stone and Webster Engineering Corporation 

Sverdrup & Parcel, Inc., Engineers 


T 


*Texas Eastern Transmission Corporation 


w 


Westinghouse Electric Corporation .... 
White, J. G., Engineering Corp., The 
*White, Weld & Co. 

Whitman, Requardt and Associates 
Williams, A. W., Inspection Company, Inc. . 
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wish we had more personnel 
i time (0 prepare this study 
ranev: power plant and site. 


Your regular staff is overloaded now. 
Call in the specialists and let them 
carry the peak load. 
How about Pioneer? 


Pioneer Service & Engineering Co. 


231 SOUTH LA SALLE STREET e CHICAGO 4, ILLINOIS 


Give your 
non-routine 
operations 
to Pioneer 


Design and Consulting 
Engineering Services 
Pioneer has specialized in design- 
ing power plants for 56 years. It 
offers design service foy fossil fuel, 
hydro and atomic plants. It will also 
assist in forecasting load growth, 
in site selection, in purchasing and 
expediting of equipment and in su- 
pervising construction. Pioneer's 
other services include substation, 
transmission and distribution stu- 

dies and design. 


Services in Regulatory Matters 
Pioneer offers its services in all 
phases of Federal, State and Local 
regulation including the rate base, 
depreciation analysis, cost of serv- 
ice studies, market analysis, certifi- 
cate proceedings and rate of return. 


Corporate Services 
Pioneer's services in corporate 
matters include business and man- 
agement engineering advice, fi- 
nancial, accounting and tax counsel 
and insurance and pension plans 
and programming. It operates a 
stock transfer and dividend dis 
bursement service and maintains 
stock ledgers when desired. 


NEW! 


On your letterhead, write for 40-page 
booklet, ‘‘Pioneering New Horizons 
in Power.’’ Describes, illustrates 
Pioneer’s engineering services, and 
corporate services, from financing to 
operation. 





Philadelphia, March 10, 1958... 


“Planning Protection fo: 


’ af 
Tomorrow's Systems 





Relay specialists 
pool their knowler 
to plan improve 
system protectio 


. roble' 
otection P ates oF 
er 100 delege 


s 2 ility 
is one rence: tric utili 
d testing of reloye ve sponsore comrotection for elec 
J er 


field te’ s at A bett 
— discussion ag ’. provide ; 
oe eee yo—| relayiné- 
. cH \ savings ca 
ign 


PHILADELPHIA, a 
The first apuoiie prin e 

: dealing sas n 
sessions en 


With the trend to heavy loadi 
transmission lines and the growit 
mand for increased service conti 
the search for better relaying be 
vitally important. Conducted 

series of small group discussions, 
General Electric sponsored engint 
conferences permit an intercha 

ideas, experiences and opinions onff 
methods and practices. Recognized 
tection problems in various powe 
tem areas are discussed, and com 
evaluate possible solutions. Shari 
collective contributions of know 
between utility and Gener] Ei 
relay specialists will result in 

protection of the modern pov-ers 
General ElectricCo., Schenect idy5, 


MORE POWER TO AMERICA 


GENERAL @@ ELE‘ TR 





